Comment letters to Exposure draft proposed AICPA Standards for Performing and Reporting on peer reviews; by American Institute of Certified Public Accountants. Accounting Standards Executive Committee
University of Mississippi
eGrove
Statements of Position American Institute of Certified Public Accountants(AICPA) Historical Collection
1996
Comment letters to Exposure draft proposed
AICPA Standards for Performing and Reporting on
peer reviews;
American Institute of Certified Public Accountants. Accounting Standards Executive Committee
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_sop
Part of the Accounting Commons, and the Taxation Commons
This Book is brought to you for free and open access by the American Institute of Certified Public Accountants (AICPA) Historical Collection at
eGrove. It has been accepted for inclusion in Statements of Position by an authorized administrator of eGrove. For more information, please contact
egrove@olemiss.edu.
Recommended Citation
American Institute of Certified Public Accountants. Accounting Standards Executive Committee, "Comment letters to Exposure draft
proposed AICPA Standards for Performing and Reporting on peer reviews;" (1996). Statements of Position. 255.
https://egrove.olemiss.edu/aicpa_sop/255
 AICPA 
Internal M em orandum
Date: N ovem ber 2 0 ,  1996
To: A IC PA  Library Services
From : R. Bruce Brasell
Subject: June 26, 1996 Exposure D raft “Proposed A IC PA  Standards for Perform ing and
R eporting on Peer R eview s”
A ttached are copies o f  the com m ent letters the A IC PA  Peer R eview  Program  received on  the June 
26, 1996 Exposure D raft “Proposed A IC PA  Standards for Perform ing and R eporting on  Peer 
Review s.” It is m y understanding that the library m aintains copies o f  all com m ent letters on exposure 
drafts for one year for public review. I f  you have any questions I can be reached on  extension  3017.
cc: Janet L uallen
ISAAC W. CHOY, CPA, INC.
June 19, 1996
Ms. Elma Satterfield
Senior Technical Manager
Peer Review Division
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Ms. Satterfield:
During a recent seminar on Advance Issues on Practice Monitoring the participants 
requested that I pass this suggestion along to you. They would like the Peer Review 
Board to amend the standard that prohibits a team captain from serving on the same 
review more than two consecutive terms. The participants felt that finding another 
reviewer was a time consuming process and that once they found a compatible reviewer 
they would like to use his services for a longer period of time than just two reviews. 
Most of the participants are going on their third review. They also believed that since 
they have had audit clients for over twenty years and that there is no standard 
prohibiting them from performing the same engagement for that period of time, that it is 
inconsistent that the team captain be limited to just two terms.
If you could pass this along to the Peer Review Board I would appreciate it.
Sincerely,
Isaac W. Choy
2733 East Manoa Road, Honolulu, Hawaii 96822 • Mailing Address: P.O. Box 62030, Honolulu, Hawaii 96839-2030 
Tel: (808) 988-5757 • Fax: (808) 988-5429
AICPA
P e e r
R e v i e w
P r o g r a m
American 
Institute 
of Certified 
Public 
Accountants
Administered by the 
K an s a s  S oc ie ty  o f  CPAs  
P.O. Box 5654
Topeka, KS 66605—0654  
(9 1 3 ) 267-6460   
Facsimile: (913) 267-9278
J u n e  2 1 ,  1 9 9 6
P e e r  R e v ie w  B o a r d
c / o  J a n e t  L u a l l e n ,  S e n i o r  T e c h n i c a l  M a n a g e r
P e e r  R e v ie w  D i v i s i o n ,  A ICPA
H a r b o r s i d e  F i n a n c i a l  C e n t e r
2 0 1  P l a z a  T h r e e
J e r s e y  C i t y ,  N J  0 7 3 1 1 - 3 8 1 1
D e a r  C o m m i t t e e  M e m b e rs :
On M ay 1 7 ,  1 9 9 6 ,  t h e  P e e r  R e v ie w  C o m m i t t e e  o f  t h e  K a n s a s  S o c i e t y  
o f  CPA s m e t  a n d  a t  t h a t  t i m e  r e v i e w e d  p r o v i s i o n s  o f  t h e  E x p o s u r e  
D r a f t  o f  t h e  " P r o p o s e d  A IC PA  S t a n d a r d s  f o r  P e r f o r m i n g  a n d  
R e p o r t i n g  o n  P e e r  R e v i e w s " .  O f p a r t i c u l a r  c o n c e r n  t o  t h e  
C o m m i t t e e  w a s  t h e  p r o v i s i o n  w h i c h  w o u ld  e l i m i n a t e  t h e  p r o h i b i t i o n  
o f  a  r e v i e w e r  s e r v i n g  a s  T eam  C a p t a i n  o n  m o re  t h a n  tw o  s u c c e s s i v e  
r e v i e w s  ( f o r m e r  p a r a g r a p h  1 9 ) .
I n  C o m m i t t e e  d i s c u s s i o n  o f  t h e  e l i m i n a t i o n  o f  t h e  l i m i t a t i o n  o f  a  
T eam  C a p t a i n  s e r v i n g  o n  m o re  t h a n  tw o  s u c c e s s i v e  r e v i e w s ,  t h e  
f o l l o w i n g  w a s  n o t e d :
W i t h  t h e  c u r r e n t  e m p h a s i s  o n  T eam  C a p t a i n  o v e r s i t e ,  t h i s  
r e v i s i o n  a p p e a r s  i n c o n s i s t e n t  w i t h  t h e  o b j e c t i v e  o f  t h e  o v e r s i t e  
p r o c e s s .  T h e r e  a p p e a r s  t o  b e  n o  e a s i e r  m e t h o d  t o  o v e r s e e  t h e  
w o r k  o f  T eam  C a p t a i n s  t h a n  p e r i o d i c  r e q u i r e d  r o t a t i o n  o f  T eam  
C a p t a i n s .  E v e n  t h o u g h  K a n s a s  h a s  i m p l e m e n t e d  a n  O n - S i t e  O v e r s i t e  
p r o g r a m ,  g i v e n  t h e  l i m i t a t i o n s  o f  t h e  p r o g r a m ,  i t  i s  n o  
s u b s t i t u t e  f o r  t h e  o v e r s i t e  p r o v i d e d  b y  T eam  C a p t a i n  r o t a t i o n .
Som e o b j e c t  t h a t  t h e  p r i o r  r e s t r i c t i o n  o n  s u c c e s s i v e  r e v i e w s  
u n f a i r l y  p u n i s h e d  o r  r e s t r i c t e d  T eam  C a p t a i n s  f r o m  s m a l l  f i r m s .  
M any  o n  t h e  C o m m i t t e e  c o m e  f r o m  m e d iu m  o r  s m a l l  f i r m s  w h e r e  t h e  
n u m b e r  o f  q u a l i f i e d  r e v i e w e r s  i n  t h e  f i r m  o r  o f f i c e  d o  n o t  a l l o w  
r o t a t i o n  o f  T e a m  C a p t a i n s  w i t h i n  t h e  f i r m .  H o w e v e r ,  i f  r o t a t i o n  
a s  p r e v i o u s l y  r e q u i r e d  c o n t i n u e s ,  t h e r e  w i l l  c o n t i n u e  t o  b e  n e w  
o p p o r t u n i t i e s  f o r  t h o s e  a f f e c t e d  t o  p e r f o r m  r e v i e w s  o n  d i f f e r e n t  
f i r m s  a s  t h e  p o p u l a t i o n  o f  r e v i e w s  r e m a i n s  t h e  s a m e .
M o s t  i m p o r t a n t l y ,  t h e  K a n s a s  C o m m i t t e e  f a i l s  t o  s e e  ho w  
e l i m i n a t i n g  t h i s  p r o v i s i o n  w i l l  e n h a n c e  t h e  p r o g r a m .  I f  o u r  g o a l  
i s  t o  m a x i m i z e  t h e  e f f e c t i v e n e s s  o f  t h e  p r o g r a m ,  e l i m i n a t i n g  t h e  
l i m i t a t i o n  o n  s u c c e s s i v e  r e v i e w s  i s  i n c o n s i s t e n t  w i t h  t h a t  g o a l  
t o  t h e  d e t r i m e n t  o f  b o t h  t h e  p r o g r a m  a n d  t h e  r e v i e w e d  f i r m .
P e e r  R e v ie w  B o a r d  
J u n e  2 1 ,  1 9 9 6  
P a g e  Two
F r e s h  e y e s  a n d  i n p u t  f r o m  a  d i f f e r e n t  T eam  C a p t a i n  c a n  d o  n o t h i n g  
b u t  b e n e f i t  t h e  f i r m  a n d  t h e  p r o g r a m .  T h e  o b j e c t i v e  o f  t h e  
p r o g r a m  s h o u l d  n o t  f o c u s  o n  t h e  e c o n o m i c  i m p a c t  o n  i n d i v i d u a l  
r e v i e w e r s .  We c o n t i n u e  t o  h a v e  c o n c e r n  f o r  p o t e n t i a l  e v o l u t i o n  
f r o m  a  " P e e r  R e v ie w "  p r o g r a m  t o  a  " P r o f e s s i o n a l  R e v i e w e r "  
p r o g r a m .
F o r  t h e  a b o v e  r e a s o n s ,  t h e  m e m b e rs  o f  t h e  K a n s a s  P e e r  R e v ie w  
C o m m i t t e e  v o t e d  u n a n i m o u s l y  a t  i t s  m e e t i n g  o n  M ay 17  t o  r e s p o n d  
n e g a t i v e l y  t o  t h e  p r o p o s e d  r e v i s i o n  e l i m i n a t i n g  t h e  r e s t r i c t i o n  
o n  s u c c e s s i v e  r e v i e w s  b y  t h e  s a m e  T eam  C a p t a i n .  T h i s  l e t t e r  i s  
t h e  r e s p o n s e  o f  t h e  C o m m i t t e e  t o  t h e  E x p o s u r e  D r a f t  c u r r e n t l y  o u t  
f o r  c o m m e n t .
S h o u l d  y o u  h a v e  a n y  q u e s t i o n s ,  o r  w i s h  t o  d i s c u s s  t h i s  r e s p o n s e ,  
p l e a s e  c o n t a c t  m y s e l f  a t  ( 3 1 6 ) 2 6 4 - 2 3 3 5 ,  o r  M a rk  W. D i c k ,  KSCPA 
RAB C h a i r ,  a t  ( 3 1 6 )  2 6 7 - 7 2 3 1 .
Y o u r s  v e r y  t r u l y ,  
A R D : s i s
EXPOSURE DRAFT
PR O PO SED  STA N D A R D S FOR PERFORMING AND REPORTING ON 
PEER REVIEWS
June 2 6 , 1 9 9 6
C om m ent D ate: Septem ber 13 ,  1 9 9 6   
Name and Affiliation: 
Comments: 
Instructions for Response Form
This form  m ay be used for comments or suggestions relating to  any aspect of 
this exposure draft th a t is of concern or interest to  you. For convenience, the  m ost significant points 
have been identified in the summary that accompanies this exposure draft.
Return this response form to  the address indicated on the reverse side by the com m ent date.
C om m ents (c o n tin u e d ):.
  R eturn  response to :   
A IC P A
R. B ruce B rasell, T echn ica l M a n a g e r  
Peer R e v ie w  Program
H arborside F inancial C en te r  
2 0 1  P laza  T hree
Je rs e y  C ity , N J 0 7 3 1 1 -3 8 8 1
LaPorte
Sehrt
Romig
&
Hand
July 10, 1996
Mr. R. Bruce Brasell
Technical Manager
Peer Review Program
American Institute of Certified Public 
Accountants
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am writing to respond to the exposure draft on the proposed 
AICPA Standards for Performing and Reporting on Peer Reviews.
I firmly support the position of the exposure draft relative to 
the continuing services of reviewers on successive reviews. I've 
never quite understood the prohibition, for a Team Captain doing 
more than two reviews on any individual firm other than the 
committee may have considered the appearance of lack of 
independence. However, using the same analogy, CPA firms would 
be prohibited from doing more than two successive audits on any 
client. I think the same philosophy holds true that a reviewer's 
independence initially should continue and he could further 
better serve the firm and the program by having some continuity 
in the peer review process.
I also concur with your change to make the selection for the peer 
review years the same for both on-site and off-site. There has 
been some confusion and hopefully this will clarify any doubts in 
the reviewers mind as to what period should be reviewed.
The inclusion of agreed upon procedure engagements as a mandated 
engagement review in peer reviews is certainly a new concept, 
however, the SAS 75 is also relatively new. In view of the fact 
that it so closely aligns itself with the attestation given in an 
audit report that should probably have the same weight until the 
profession is satisfied that the new SSAS's are being performed 
in accordance with their prescribed procedures.
A Professional Accounting Corporation
800 Two Lakeway Center 3850 N. Causeway Blvd. Metairie, LA 70002 (504) 835-5522 FAX (504) 835-5535 
P.O. Box 27 Riverside Drive Covington, LA 70434 (504) 892-5850 FAX (504) 892-5956 
Member o f AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section 
International Affiliation with Accounting Firms Associated, Inc.
M r. R . B r u c e  B r a s e l l  
J u l y  1 0 ,  1 9 9 6  
P a g e  2
T h e  o n l y  o t h e r  i t e m  I  w o u l d  l i k e  t o  o f f e r  f o r  c o n s i d e r a t i o n  w o u l d  
b e  r e l a t i v e  t o  t h e  o f f - s i t e  r e v i e w s .  P r e s e n t l y ,  w h i l e  we a r e  n o t  
n e c e s s a r i l y  m a n d a t i n g  l o o k i n g  a t  o n l y  tw o  c o m p i l a t i o n  
e n g a g e m e n t s ,  i n  my e x p e r i e n c e  we h a v e  f o u n d  t h i s  t o  b e  t h e  
g e n e r a l  r u l e .  T h e  p r o b l e m  i s  t h a t  t h e  r e v i e w  a c c e p t a n c e  b o d y  
c o n s i d e r s  o n e  s u b s t a n d a r d  r e p o r t  t o  r e s u l t  i n  a  m o d i f i e d  r e p o r t  
a n d  tw o  s u b s t a n d a r d  r e p o r t s  t o  r e q u i r e  a n  a d v e r s e  r e p o r t . T h e  
d e f i n i t i o n  o f  s u b s t a n d a r d  i s  n o t  c l e a r l y  d e f i n e d  i n  a n y  
p r o n o u n c e m e n t ,  b u t  r a t h e r  l e f t  u p  t o  t h e  i n d i v i d u a l  r e v i e w e r .  I t  
c o u l d  b e  a s  s i m p l e  a s  n o t  i n c l u d i n g  a l l  p e r i o d s  i n  t h e  
a c c o u n t a n t ' s  r e p o r t  t h a t  a r e  p r e s e n t e d  i n  t h e  r e p o r t  t o  s o m e t h i n g  
m o re  d r a s t i c  s u c h  a s  a  s e r i o u s  GAAP d e p a r t u r e .  My r e c o m m e n d a t i o n  
w o u ld  b e  t h a t  i f  i n  a n  o f f - s i t e  r e v i e w ,  t h e  r e v i e w e r  s h o u l d  f i n d  
o n e  o r  b o t h  r e p o r t s  s u b s t a n d a r d ,  t h a t  h e  w o u l d  b e  e n c o u r a g e d ,  i f  
n o t  r e q u i r e d ,  t o  r e q u e s t  a d d i t i o n a l  r e p o r t s  i n  h i s  o f f - s i t e  
e n g a g e m e n t  t o  e n l a r g e  h i s  s c o p e  a n d  g i v e  h im  m o re  o f  a n  
o p p o r t u n i t y  t o  m a k e  a  d e c i s i o n  a s  t o  t h e  t y p e  o f  r e p o r t  t h a t  
s h o u l d  b e  i s s u e d .  P r e s e n t l y ,  a  l o t  o f  t h e  o f f - s i t e  r e p o r t s  a r e  
i s s u e d  a s  e i t h e r  m o d i f i e d  o r  a d v e r s e  b e c a u s e  o f  t h i s
i n t e r p r e t a t i o n  b y  r e v i e w  a c c e p t a n c e  c o m m i t t e e s .  I  w o u l d
a p p r e c i a t e  y o u r  c o m m i t t e e  g i v i n g  c o n s i d e r a t i o n  t o  t h i s  c o m m e n t .  
Y o u r s  v e r y  t r u l y ,
L a P O R T E , S E H R T , .ROMI G  & H A N D
C l i n t o n  J .  Rom i g
C e r t i f i e d  P u b l i c  A c c o u n t a n t
C J R /e m   
Robert G. Patrick , c .p.a .
P R O F E S S IO N A L  A S S O C IA T IO N
MEMBER OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS • MEMBER OF FLORIDA INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
July 10, 1996
R. Bruce Brasell, Technical Manager
Peer Review Program
American Institute of CPA’s
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am a sole practitioner who has considerable experience in performing peer reviews on 
other firms, and have served three years on the oversight committee of the Florida Institute of 
CPA’s. In response to the request for comments on the Exposure Draft, “Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews”, I have the following comments:
1) I vehemently oppose the Board’s weakening of the restriction on team captain reviewer 
service on successive reviews by deletion of old paragraph #19. It is my feeling that we should be 
moving in the opposite direction, by making the restriction stronger. A two consecutive review 
limitation on the firm as a whole, as well as the team captain, would be appropriate. I believe it is 
in the best interest of the reviewed firm, this program, and the profession that the reviewed firm 
get a fresh look from a completely different set of eyes, on a regular basis. In addition, I have 
personally seen numerous instances of abuse and compromise of professional judgment in 
situations where the two firms became too familiar or too cozy. Again, any weakening of this 
restriction would be a big mistake.
2) I support the proposed change of paragraph 57 related to off-site engagement selection as 
it relates to the type and number of engagements. I oppose, although not strongly, the proposed 
change in paragraph 57 related to selection of engagements based on balance sheet date rather 
than issuance date. Issuance date selection can sometimes give a more accurate reflection of what 
the reviewed firm has actually done lately.
3) I oppose the change requiring an on-site review in the case of a firm that does any agreed- 
upon procedures under SAS 75. Such procedures can often be very minimal and would not 
warrant the step up from an off-site to on-site review. A change does need to be made in this 
area, but some other measurement criteria or threshold should be used in order to warrant such a 
requirement.
4) I generally support all other proposed changes contained in the document.
623 HIGHWAY 98 EAST, SUITE 7, DESTIN, FLORIDA 32541-2436
PHONE (904) 654-3030 FAX (904) 654-3031
JUL 1 6 1996
#6
EXPOSURE DRAFT
PR O PO SED  STA N D A R D S FOR PERFORMING AND REPORTING ON 
PEER REVIEW S
June 2 6 , 1 9 9 6
C om m ent D ate: Septem ber 1 3 , 1 9 9 6
Instructions for Response Form
This form  m ay be used for comments or suggestions relating to  any aspect of
this exposure draft that is of concern or interest to  you. For convenience, the m ost significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form  to  the address indicated on the reverse side by the com m ent date.
JUL 17 1996
#7
EXPOSURE DRAFT
PR O PO SED  ST A N D A R D S FOR PERFORMING AND REPORTING ON 
PEER REVIEW S
C
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June 2 6 , 1 9 9 6
C om m ent D ate: Septem ber 1 3 , 1 9 9 6
Name and Affiliation: Wi l l i a m  J .  E t c h e l l ,  M e a d e n  & M o o r e ,  L t d .
Comments: _________________  ____________________________________________________________________________
I  c o n c u r  w i t h  t h e  B o a r d ’ s  d e c i s i o n  t o  e l i m i n a t e  t h e  
r e s t r i c t i o n s  o n  r e v i e w e r  s e r v i c e s  o n  s u c c e s s i v e  r e v i e w s .
R e q u i r e m e n t s  t h a t  m a n d a t e  r e v i e w e r  a n d / o r  f i r m  r o t a t i o n  a r e
i n c o m p a t i b l e  w i t h  o u r  p r o f e s s i o n a l  i d e a l s  o f  i n d e p e n d e n c e  a n d
o b j e c t i v i t y ,  a n d  a r e  i n c o n s i s t e n t  w i t h  t h e  w a y  s e r v i c e s  a r e
o f f e r e d  t o  o u r  c o m m e r c i a l  c l i e n t s .  C l e a r l y  t h e  d e c i s i o n  t o
r o t a t e  r e v i e w e r s  s h o u l d  b e  t h a t  o f  t h e  r e v i e w e d  f i r m .
Instructions for Response Form
This form m ay be used for comments or suggestions relating to  any aspect o f
this exposure draft that is o f concern or interest to  you. For convenience, the m ost significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form  to  the address indicated on the reverse side by the com m ent date.
#8 Page 1 of 2    
EXPOSURE DRAFT   
PR O PO SED  ST A N D A R D S FOR PERFORMING A N D  REPORTING ON 
    PEER REVIEWS   
   June 26,  1 9 9 6
C om m ent D ate: S eptem ber 1 3 , 1 9 9 6
Name and Affiliation: 
Comments: _______
Instructions for Response Form
This form m ay be used for comments or suggestions relating to  any aspect o f
this exposure draft that is o f concern or interest to  you. For convenience, the  m ost significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form  to  the address indicated on the reverse side by the com m ent date.
C om m ents (continued):.
#8 Page 2 of 2
  R eturn  response to :   
A IC P A
 R . Bruce B rasell, T echnical M a n a g e r  
P eer Rev ie w  Program  
H arborside F inancia l C en te r
  2 0 1  Plaza T hree  
  Je rsey  C ity , N J 0 7 3 1 1 -3 8 8 1
S H E R M A N  L. R O S E N F I E L D , C P A , P .A .
8 12 4  S .W . 8 6 t h  T E R R A C E  
M IA M I ,  F L O R ID A  3 3 1 4 3  
( 3 0 5 )  5 9 5 - 4 7 4 2
J u l y  1 6 ,  1 9 9 6
R . B r u c e  B r a s e l l
T e c h n i c a l  M a n a g e r
P e e r  R e v ie w  P r o g r a m
AICPA
H a r b o r s i d e  F i n a n c i a l  C e n t e r
2 0 1  P l a z a  I I I
J e r s e y  C i t y ,  New J e r s e y  0 7 3 1 1
S u b j e c t :  P r o p o s e d  AICPA S t a n d a r d s  f o r  P e r f o r m i n g
a n d  R e p o r t i n g  o n  P e e r  R e v ie w s
D e a r  B r u c e :
R e c e n t l y ,  t h e  A IC P A ,  i n  a l l  o f  t h e i r  t e c h n i c a l  
p u b l i c a t i o n s ,  h a s  b e g u n  t o  a d d r e s s  t h e  e x t r e m e l y  
i m p o r t a n t  p r o b l e m  o f  d i f f e r e n t  s i z e s  o f  f i r m s  i n  i t s  
m e m b e r s h i p  —  w h i l e  g i v i n g  r e c o g n i t i o n  t o  t h e  f a c t  t h a t  
t h e  o v e r w h e l m i n g  m a j o r i t y  a r e  s m a l l ,  l o c a l  f i r m s .
U n f o r t u n a t e l y ,  t h e  a t t a c h e d  p r o p o s a l  d o e s  n o t  d o  t h a t ,  
a n d  I  t h i n k  y o u  o u g h t  t o  c o n s i d e r  r e v i s i n g  i t  t o  t a k e  
i n t o  e f f e c t  t h a t  t h e  o v e r w h e l m i n g  m a j o r i t y  o f  f i r m s  t h a t  
w i l l  b e  p e e r  r e v i e w e d  a r e  s i n g l e  o f f i c e  l o c a l  f i r m s .
T h e  p r o p o s a l  s h o u l d  a d d r e s s  t h a t  i s s u e ,  a t  l e a s t ,  v i a  
t h e  f o l l o w i n g :
o A l l o w i n g  e n g a g e m e n t  o r i e n t e d  a p p r o a c h  f o r  l o c a l  
f i r m s .
o M o v in g  a l l  r e f e r e n c e s  t o  " o f f i c e  s e l e c t i o n "  t o  t h e  
e n d  o f  e a c h  a r e a  w h e r e  i t  i s  d i s c u s s e d  ( n o t  a t  t h e  
b e g i n n i n g ,  a s  y o u  h a v e  i t  o n  P a g e  2 2 ) .
o R e c o g n i z i n g  t h e  f a c t  t h a t  m o s t  r e v i e w  " t e a m s "  w i l l  
c o n s i s t  o f  o n l y  o n e  p e r s o n .
V e r y  t r u l y  y o u r s ,
S h e r m a n  R o s e n f i e l d
S L R / j g
Howard M. SiegmanCertified Public Accountant
 
8909 West Olympic Boulevardsuite 206Beverley Hils, California 9021(310) 85-0505
MEMO
DATE: 7/17/96
TO: R. Bruce Brasell, Technical Manager
FROM: Howard Siegman (peer reviewer)
RE: See below
1. Reviewer Service on Successive Reviews: I do not believe a restriction should be 
placed on the number of successive reviews an individual or firm can perform on the 
same firm.
There are not any such restrictions on the number of successive times I can audit a client 
so why should restrictions apply in peer reviews? Unlike in performing audits, my peer 
reviews are reviewed each time by a technical reviewer of the State Society. No one 
reviews my audits, unless they are by chance selected during a peer review.
If the reviewer is lax, the reviewee on the one hand, and the technical reviewer of the 
State Society on the other hand, have control over the situation. The reviewer simply will 
not hire the reviewer the next time; the State Society technical reviewer will rein the 
reviewer in.
2. Year-end selection on off-site peer reviews: I do not believe that the criteria for 
determining which engagements to include should be the same for on-site and off-site 
reviews. It is a tiny change made for the sake of uniformity, and if such uniformity had 
already been instituted from the beginning, then it would have been fine. But now it 
would only heap more confusion among reviewers and especially reviewees for no 
substantial reason except in the name of uniformity.
H o o v e r  &  R ob erts, I nc.
Cer tified P ub l ic  Ac c o u n tants
July 24, 1996
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Re: Proposed Standards for Performing and 
Reporting on Peer Reviews
Dear Mr. Brasell:
I have been serving as one of the technical reviewers in the Quality and Peer Review 
Programs for my state society since 1991. I have, also, performed many reviews during that 
time period. The comments that I am making regarding the exposure draft are my own and do 
not represent any official position of my state society.
My comments are attached. If you wish to discuss any of the matters, please call me 
anytime.
Very truly yours,
HOOVER & ROBERTS, INC.
Delano C. Hoover, CPA
121 N .  B azzon S t reet Eaton, O hio 45320 • (513) 456-4113 * F ax (513) 456-6037
Issue 1: REVIEW ER SERVICE ON SUCCESSIVE REVIEWS
I oppose allowing a reviewer to repeatedly review the same firm. The proposed change 
will make it more difficult to identify marginal reviewers and will undermine the appearance of 
independence which is so important to the program.
The effectiveness of the program depends on the quality of the individual reviewer and 
on the ability of oversight procedures to identify deficient reviewers. We have seen many 
marginal reviewers who are either too easy by nature or whose professional knowledge is barely 
adequate to stay in the bank of qualified reviewers. There is a tendency for such reviewers to 
be hired and rehired by firms whose work barely meets minimum standards. The proposed 
change would allow this relationship to continue indefinitely, generating favorable reviews of 
the firm while the quality of both the reviewer and the reviewed firm deteriorates. Oversight 
procedures to detect reviewer deficiencies are often inadequate to identify these situations. 
Forced turnover increases the chance that, if problems exist within a firm, they will be detected 
by other reviewers. Forced turnover also enhances a reviewers skills, and allows better 
evaluation of reviewers, by increasing the number of situations to which a reviewer is exposed.
Forcing reviewer turnover also enhances public confidence in the integrity of the peer 
review program. By creating turnover, we ensure that the program is independent in appearance 
as well as fact.
We should not relax the standards to allow unlimited repeat reviews. It cannot possibly 
improve the program.
Issue 2: YEAR-END SELECTION ON OFF-SITE PEER REVIEWS
I wholeheartedly agree that the criteria for engagement selection should be the same for 
on-site and off-site peer reviews.
HOWEVER. I believe that the preferable method is the off-site rule. The on-site rule 
established standards which have been proven unworkable in a large number of peer reviews. 
In practice, many engagements are not completed within the six months following the fiscal year 
ends. These situations commonly occur in governmental, non-profit, and pension plan 
engagements, and can frequently occur when a firm gets behind due to unforeseen circumstances 
or work load. As a result, the on-site method concentrates the performance of such reviews 
into the latter months of the theoretical six-month period and could limit the pool of available 
qualified reviewers from which the firm may select.
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Because the on-site rule is clearly not workable in practice, the engagement population 
should include all engagements issued during the review year (i.e. the off-site method). This 
method is objective and much easier to apply since reviewer judgement calls, regarding whether 
to review the prior year engagement, are eliminated. Another major advantage to this method 
is that the firm and the reviewer now have the full six month period to perform the review. The 
review can be performed on the first day or the last day of the six month period, or anytime in 
between.
Paragraph 102, Appendix H .
One of the irritating and unnecessary problems we see results from the use of the word 
“it” in the fourth line of the first paragraph of the off-site peer review report. “It” is 
appropriate when the reviewee is a CPA firm rather than an individual. It is inappropriate in 
the case of a sole practitioner. While other CPAs may clearly understand that the practitioner 
is making this assertion as a CPA firm, the public will not understand it the same way. As a 
result, if a sole practitioner were to publish in a local newspaper a copy of a peer review report 
reading “Sally Jones, CPA has represented to us that it performed...” the reader would 
recognize this as atrocious English. The same clearly applies to the male gender version.
The grammatical problem can be corrected simply by replacing the word “it” with the 
words “the firm”. We have seen many off-site reports in Ohio rewritten because of this issue. 
Common sense calls for eliminating the potential for the problem altogether.
PARAGRAPH 24b.
You should consider simplifying the wording to “Be associated with a firm that has 
received an unqualified report on its most recently completed peer review” by eliminating the 
rest of the sentence. This would retain the meaning since either on-site or off-site reviews 
qualify the reviewer to perform off-site reviews.
PARAGRAPH 18 AND OTHERS
The change of the word “must” to “should” makes no sense unless we are now going 
to allow exceptions to the standards. “Must” (or “shall”) is the correct word, why change it?
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PARAGRAPH 34
You should consider allowing the reviewed firm, with the concurrence of the reviewer, 
to change the review year end by up to three months from the original review year. Many 
firms selected the original review year with little real thought. Some flexibility in this area will 
keep the program from getting bogged down in relatively unimportant matters.
PARAGRAPH 57
Reviewers should be encouraged to review engagements from different industries, 
especially the more difficult ones such as construction, and non-profit organizations. Many 
smaller firms perform a limited number of engagements in these fields, and are thus at higher 
risk of performing them in a substandard manner. The elimination of these selection 
considerations could mean that some firms would submit their simplest financial statements just 
to ensure passing their peer review, and that marginally-qualified reviewers would avoid difficult 
industries to hide their incompetence.
Again, the peer review program will only succeed if the public perceives it as more than 
mere whitewash. Diluting the standards by allowing firms and reviewers to ignore critical 
practice areas will not enhance the perception of professionalism.
PARAGRAPH 57b
The term “owner” should be broadened to cover non-owner employees who are 
responsible for the issuance of financial statements. Although this situation is relatively rare, 
it does exist and the peer review programs should address it rather than ignore the matter.
PARAGRAPH 63
This paragraph is totally incomprehensible, and must be reconstructed. The first sentence 
is four lines long and cluttered with phrases, clauses, and two parenthetical comments.
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PARAGRAPH 94, EXH IB IT  1
Under 1, you should strike out the words “Effective April 3, 1995” since it is now 1996.
You should also consider the eliminating this entire exhibit. The PCPS could easily 
handle these issues in their annual membership renewal materials. I assume PCPS firms could 
be trusted to certify their compliance with these rather mundane issues when they pay their 
annual dues. In addition, requiring the members of a PCPS review team to be associated with 
a PCPS member firm makes no sense if there is truly a single peer review program. Eliminating 
these distractions from the peer review program would simplify matters. Discussing the PCPS 
provisions also wastes substantial time in the CPE course “How to Conduct a Review Under the 
AICPA Practice-Monitoring Programs”.
PARAGRAPH 85-91
These are a great step forward. I really like having them in the standards.
-4-
LaPorte
Sehrt
Romig
&
Hand
July 22, 1996
Mr. R. Bruce Brasell
Technical Manager
Peer Review Program
American Institute of Certified Public 
Accountants
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
This letter is in response to the exposure draft "Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews" dated 
June 26, 1996.
I do not believe a restriction should be placed on the number of 
successive reviews an individual or firm can perform on the same 
firm. The reviewed firm itself should decide when it is 
appropriate to rotate reviewers.
I believe the criteria for determining which engagements to 
include in the population for selection during the year under 
review should be the same for on-site and off-site peer reviews.
Finally, I believe the performance of engagements to apply 
agreed-upon procedures in accordance with SAS No. 75 should 
mandate an on-site peer review in the absence of any other kind 
of engagements covered by the SASs.
Sincerely,
LaPORTE, SEHRT, ROMIG & HAND
Kevin W. Hand
Certified Public Accountant
KWH/em
A Professional Accounting Corporation
800 Two Lakeway Center 3850 N. Causeway Blvd. Metairie. LA 70002 (504) 835-5522 FAX (504) 835-5535 
P.O. Box 27 Riverside Drive Covington. LA 70434 (504) 892-5850 FAX (504) 892-5956 
Member of AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section 
International Affiliation with Accounting Firms Associated. Inc.
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Mr. R. Bruce Brasell
Technical Manager
Peer Review Program
American Institute of Certified Public 
Accountants
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
This letter is in response to the exposure draft "Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews" dated 
June 26, 1996.
I do not believe a restriction should be placed on the number of 
successive reviews an individual or firm can perform on the same 
firm. The reviewed firm itself should decide when it is 
appropriate to rotate reviewers.
I believe the criteria for determining which engagements to 
include in the population for selection during the year under 
review should be the same for on-site and off-site peer reviews.
Finally, I believe the performance of engagements to apply 
agreed-upon procedures in accordance wi 75 should 
mandate an on-site peer review in the abs other kind 
of engagements covered by the SASs.
Sincerely,
LaPORTE, SEHRT, ROMIG & RAND
Bruce S. Prendergast, CPA, CFP 
Director
BSP/em
A Professional Accounting Corporation
800 Two Lakeway Center 3850 N. Causeway Blvd. Metairie, LA 70002 (504) 835-5522 FAX (504) 835-5535
P.O. Box 27 Riverside Drive Covington, LA 70434 (504) 892-5850 FAX (504) 892-5956
Member of AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section
International Affiliation with Accounting Firms Associated, Inc.
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July 22, 1996
Mr. R. Bruce Brasell
Technical Manager
Peer Review Program
American Institute of Certified Public 
Accountants
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
This letter is in response to the exposure draft "Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews" dated 
June 26, 1996.
I do not believe a restriction should be placed on the number of 
successive reviews an individual or firm can perform on the same 
firm. The reviewed firm itself should decide when it is 
appropriate to rotate reviewers.
I believe the criteria for determining which engagements to 
include in the population for selection during the year under 
review should be the same for on-site and off-site peer reviews.
Finally, I believe the performance of engagements to apply 
agreed-upon procedures in accordance with SAS No. 75 should 
mandate an on-site peer review in the absence of any other kind 
of engagements covered by the SASs.
Sincerely,
LaPORTE, SEHRT, ROMIG & HAND
William T. Mason, III, CPA 
Director
WTMiii/em
A Professional Accounting Corporation
800 Two Lakeway Center 3850 N. Causeway Blvd. Metairie, LA 70002 (504) 835-5522 FAX (504) 835-5535 
P.O. Box 27 Riverside Drive Covington. LA 70434 (504) 892-5850 FAX (504) 892-5956 
Member of AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section 
International Affiliation with Accounting Firms Associated, Inc.
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Mr. R. Bruce Brasell
Technical Manager
Peer Review Program
American Institute of Certified Public 
Accountants
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
This letter is in response to the exposure draft "Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews" dated 
June 26, 1996.
I do not believe a restriction should be placed on the number of 
successive reviews an individual or firm can perform on the same 
firm. The reviewed firm itself should decide when it is 
appropriate to rotate reviewers.
I believe the criteria for determining which engagements to 
include in the population for selection during the year under 
review should be the same for on-site and off-site peer reviews.
Finally, I believe the performance of engagements to apply 
agreed-upon procedures in accordance with SAS N o . , 75 should 
mandate an on-site peer review in the absence of any other kind 
of engagements covered by the SASs.
Sincerely,
LaPORTE, SEHRT, ROMIG & HAND
Gregory 
Certified Public Accountant
GPR/em
A Professional Accounting Corporation
800 Two Lakeway Center 3850 N. Causeway Blvd. Metairie, LA 70002 (504) 835-5522 FAX (504) 835-5535
P.O. Box 27 Riverside Drive Covington, LA 70434 (504) 892-5850 FAX (504) 892-5956
Member of AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section
International Affiliation with Accounting Firms Associated, Inc.
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Mr. R. Bruce Brasell
Technical Manager
Peer Review Program
American Institute of Certified Public 
Accountants
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
This letter is in response to the exposure draft "Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews" dated 
June 26, 1996.
I do not believe a restriction should be placed on the number of 
successive reviews an individual or firm can perform on the same 
firm. The reviewed firm itself should decide when it is 
appropriate to rotate reviewers.
I believe the criteria for determining which engagements to 
include in the population for selection during the year under 
review should be the same for on-site and off-site peer reviews.
Finally, I believe the performance of engagements to apply 
agreed-upon procedures in accordance with SAS No. 75 should 
mandate an on-site peer review in the absence of any other kind 
of engagements covered by the SASs.
Sincerely,
LaPORTE, SEHRT, ROMIG & HAND
J a m es J. Hand, III, CPA
Director
JJHiii/em
A Professional Accounting Corporation
800 Two Lakeway Center 3850 N. Causeway Blvd . Metairie, LA 70002 (504) 835-5522 FAX (504) 835-5535
P.O. Box 27 Riverside Drive Covington, LA 70434 (504) 892-5850 FAX (504) 892-5956
Member of AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section
International Affiliation with Accounting Firms Associated. Inc.
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July 22, 1996
Mr. R. Bruce Brasell
Technical Manager
Peer Review Program
American Institute of Certified Public 
Accountants
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
This letter is in response to the exposure draft "Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews" dated 
June 26, 1996.
I do not believe a restriction should be placed on the number of 
successive reviews an individual or firm can perform on the same 
firm. The reviewed firm itself should decide when it is 
appropriate to rotate reviewers.
I believe the criteria for determining which engagements to 
include in the population for selection during the year under 
review should be the same for on-site and off-site peer reviews.
Finally, I believe the performance of engagements to apply 
agreed-upon procedures in accordance with SAS No. 75 should 
mandate an on-site peer review in the absence of any other kind 
of engagements covered by the SASs.
Sincerely,
LaPORTE,SEHRT, ROMIG & HAND
John P. Leonard, CPA 
Director
JPL/em
A Professional Accounting Corporation
800 Two Lakeway Center 3850 N. Causeway Blvd . Metairie. LA 70002 (504) 835-5522 FAX (504) 835-5535 
P.O. Box 27 Riverside Drive Covington, LA 70434 (504) 892-5850 FAX (504) 892-5956
Member of AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section 
International Affiliation with Accounting Firms Associated. Inc.
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S ehrte
Romig
&
Hand
Mr. R. Bruce Brasell
Technical Manager
Peer Review Program
American Institute of Certified Public 
Accountants
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
This letter is in response to the exposure draft "Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews" dated 
June 26, 1996.
I do not believe a restriction should be placed on the number of 
successive reviews an individual or firm can perform on the same 
firm. The reviewed firm itself should decide when it is 
appropriate to rotate reviewers.
I believe the criteria for determining which engagements to 
include in the population for selection during the year under 
review should be the same for on-site and off-site peer reviews.
Finally, I believe the performance of engagements to apply 
agreed-upon procedures in accordance with SAS No. 75 should 
mandate an on-site peer review i n  the absence of any other kind 
of engagements covered by the SASs.
Sincerely,
LaPORTE, SEHRT, ROMIG & HAND
Frank H. Carbon, Jr., CPA, 
Director
CFP
FHCjr/em
A Professional Accounting Corporation
800 Two Lakeway Center 3850 N. Causeway Blvd. Metairie, LA 70002 (504) 835-5522 FAX (504) 835-5535
P.O. Box 27 Riverside Drive Covington, LA 70434 (504) 892-5850 FAX (504) 892-5956
Member of AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section
International Affiliation with Accounting Firms Associated, Inc.
Sanford & Company
CERTIFIED PUBLIC ACCOUNTANTS
220 North 12th Street 
Fort Smith, Arkansas 72901
(501)782-0998 
Fax (501)782-5008
July 25 , 1996
Bill Beam, Chairman 
ASCPA Peer Review Committee 
812 DeQueen
Mena, AR 71953
RE: Exposure Draft
Peer Reviews
Dear Bill:
My comments regarding the “Proposed AICPA Standards for Performing and Reporting on Peer 
Reviews” exposure draft follow.
Issue 1
I believe a restriction should be placed on the number of successive reviews an individual or firm can 
perform on the same firm. The basic ideology supporting independence applies in this instance.
Further, a significant component of an independent review is to have a “fresh eye” on the subject of the 
review. I believe that too much familiarity breeds complacency. I also believe that the absence of such 
a restriction would further the “good old boy" system and would assist certain firms in avoiding complete 
and thorough reviews by continuously selecting a reviewer they know will go easy on them.
Issue 2
I believe the criteria for selecting engagements should be the same for on-site and off-site reviews.
There should be no double standards in the peer review program. Besides, this would be less confusing.
Issue 3
I believe the performance of engagements to apply agreed-upon procedures should mandate an on-site 
peer review. Such engagements usually involve attestations regarding significant financial elements and 
the level of competence required to perform such engagements is substantial. Accordingly, any firm 
choosing to perform such engagements should be subjected to on-site reviews.
I trust you find these comments helpful.
Sincerely,
SANFORD & COMPANY
Certified Public Accountants
Joseph A. Sanford, CPA
Foster, Fleming & Company, P.A.
Certified Public Accountants
George W. Foster III, CPA 
Richard H. Fleming, CPA July 26, 1996
Mr. R. Bruce Brasell
Technical Manager, Peer Review Program 
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3811
Re: Comments on Exposure Draft
Dear Mr. Brasell:
This letter is in response to the proposed change to standards for performing and 
reporting on peer reviews. I will address each of the specific issues in order.
1. Reviewer service on successive reviews. I favor a limit of no 
more than two successive reviews by the same team captain or 
firm. This will give a different perspective as to the firm’s quality 
control system. It also will give the appearance of additional 
independence as to the relationship between a reviewed firm and 
the reviewers.
2. The year end selection on off-site peer reviews. The year end 
should be the same for both on-site and off-site reviews.
3. Agreed upon procedure engagements. Firms performing only 
these type of engagements should be required to have an on-site 
peer review. Many of the agreed upon procedure engagements 
involve high risk industries, such as banking and other financial 
institutions.
Thank you for allowing me to comment. If you have any questions please contact me.
Yours truly,
George W. Foster, III, CPA
5420 West Markham • P.O. Box 251826 • Little Rock, Arkansas 72225-1826 • 501-663-0990 • 1-800-228-0990 • fax: 501-661-0880
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EXPOSURE DRAFT
PR O PO SE D  ST A N O A R D  F OR PERFORM ING AnD rEPORTING ON  
PEER REVIEWS  
June 2 6 , 1 9 9 6
C om m ent D ate: S eptem ber 1 3 , 1 9 9 6
Name and Affiliation:
Comments:
Instructions for Response Form
This form  m ay be used for comments or suggestions relating to  any aspect of
this exposure draft that is of concern or interest to  you. For convenience, the m ost significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form  to the address indicated on the reverse side by the com m ent date.
C om m ents (continued):.
R eturn  response to :
... . .  . A IC P A    
R . Bruc e  B rasell, T ech n ica l M a n a g e r  
    Peer R e v ie w  Program
  H arborside F inancial C e n te r
2 0 1  Plaza Three   
Je rs e y  C ity , N J 0 7 3 1 1 -3 8 8 1
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EXPOSURE DRAFT
PR O PO SED  STA N D A R D S FOR PERFORMING AND REPORTING ON 
PEER REVIEWS
June 2 6 , 1 9 9 6
C om m ent D a te - Septem ber 1 3 , 1 9 9 6
Name and Affiliation: 
Comments: _______
Earl R odney, CPA, P.A. 
8405 NW 66 St., S u ite  A 
M iam i, FL 33166-2630
Instructions for Response Form
This form  may be used for comments or suggestions relating to  any aspect of
this exposure draft that is of concern or interest to you. For convenience, the most significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form to  the address indicated on the reverse side by the comment date.
1 6
C om m ents (continued):
R eturn response to :
A IC P A
R. B ruce Brasell, Techn ica l M a n a g e r  
Peer R e v ie w  Program  
H arborside Financial C en te r  
2 0 1  P laza Three  
J e rs e y  C ity , N J 0 7 3 1 1 -3 8 8 1
Bill Beam, P.A. 
Certified Public Accountants 
A Professional Corporation
Member AICPA, ASCPA and PCPS
812 DeQueen
Mena, Arkansas 71953 "The Difference Is Quality"
(501) 394-5414
445 George St - P.O. Box 887 
M ount Ida, Arkansas 71957
(501) 867-4137
July 27, 1996
Mr. R. Bruce Brasell,
Technical Manager
Peer Review Program, AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3811
Re: Exposure draft dated June 26, 1996 
on peer reviews.
Dear Mr. Brasell:
As chair of the Arkansas Society Peer Review Committee and an oncoming member of the 
AICPA Peer Review Board, I wish to respond to your request for comments.
The first part addresses the three specific issues on which the board requests a response on 
page 6 of the draft. The remainder of the letter addresses more detailed wording or comments in 
the body of the draft.
ISSUE 1: An argument can be made on both sides of this question, but the general feeling 
is that it would be better to rotate the team captain to maintain the infusion of new ideas and work 
habits. Allowing the team captain to perform three reviews (nine years) before rotating would be 
more acceptable to me. The public perceives that auditors can become too comfortable with a 
client when one individual or firm is retained indefinitely as its auditor, thus losing objectivity. I 
believe there is a possibility that the team captain and the reviewed firm may become old and 
complacent together. The possibility of that happening would be reduced if the team captain is 
rotated.
Further, rotation would enable a young team captain to break into peer reviews since there 
would be a need to find a new team captain from time to time, and enable the Peer Review 
Committee to identify problem reviewers more readily. Most of the small firms only require one 
person to perform the review, therefore, there is not an opportunity to bring on an inexperienced 
person as a team member. The draft would allow the same firms to dominate the peer review 
program.
ISSUE 2: Most definitely...would remove some of the confusion.
ISSUE 3: Yes.
OTHER QUESTIONS AND COMMENTS:
Paragraph 36. Third sentence says "...scope is one in which the review covers all owners... 
In a large local or regional firm, is it going to be possible to cover all owners?
Paragraph 44. c. Should the word "monitoring" be substituted for "inspection"?
Paragraph 56. This paragraph refers to SAS 75. From time to time these pronouncements 
are amended and/or replaced. Should our language refer to "SAS 75 as amended or superseded" 
to avoid having to rewrite the standards so frequently? This would also include other references 
to other pronouncements, etc.
Paragraph 56. The sentence "An accountant’s review report expresses only limited assurance 
about the financial statements, and an accountant’s compilation report states that the accountant 
expresses no opinion or other form of assurance on the historical or prospective financial 
statements." Should this sentence be here? If so, its meaning should be clarified.
Paragraph 57. Last sentence of first paragraph. Should "or the state CPA society 
administering the review" be omitted? The review process would be strengthened if the reviewer 
or team captain selected the engagements to be reviewed, even on a cart review.
Paragraph 57. b. Selecting one engagement for each owner will be impossible or impractical 
for a large local or regional firm. This should probably refer to a representative cross section of 
the practice instead of using this terminology. The writer seems to be thinking only of small firms, 
but this draft will be applicable to all size firms.
Paragraph 63. This is very confusing. As far as I can determine, "due date" is not defined 
in the draft, although it is defined under subsequent reviews in the 1996 annual reviewers’ letter. 
Shouldn’t the "due date" be clearly defined in this draft? I believe the Internal Revenue Service 
defines due dates very well, and we should borrow from their terminology. For instance, if the 
report and letter of comments is due six months after the peer review year end, then the draft 
should clearly so state.
I can foresee some time crunches due to the wording of this. The suggestion that the review 
begin three or four months after the review year end is entirely appropriate, constructive, and 
allows for the two thirty-day periods between the exit conference, issuing the report, and the 
reviewed firm’s response. A due date of six months, however, is only implied, not stated.
Paragraph 86. a. "receipt of a satisfactory evaluation from the instructor of the course." Will 
new procedures be required to implement this? How is the instructor to know who is to receive 
an evaluation? How will this procedure work? In the past our committee has only asked for 
documentation of attendance.
Best regards,
Bill Beam, CPA
enclosures
Foster, Fleming & Company, P.A.
Certified Public Accountants
George W. Foster I I I , CPA 
Richard H. Fleming, CPA MEMORANDUM
TO: Bill Beam, Chairman
ASCPA Peer Review Committee
FROM: George Foster
SUBJECT: AICPA exposure draft for
performing and reporting on peer reviews
DATE: July 10, 1996
1. Reviewer service on successive reviews. I believe the current standards regarding 
this should be changed to no more than three successive reviews by the same 
team captain. This would insure new looks at a firm’s QR system.
2. It would be simpler for off-site and on-site reviews to have the same year-end 
selection methods.
3. Agreed upon procedures engagements can be in high risk industries, such as 
banking and credit unions and999 as such firms who perform agreed upon 
procedures should be required to have an on-site review.
4. A welcome secion on reviewer evaluation performation evaluation. The team 
captain needs to review the firm’s LOR prior to submission. This will insure that 
the firm’s LOR is responsive to the LOC.
Am erican  In s t itu te  o f C e rtifie d  P ub lic  A cco u n ta n ts  
Administered by the
A rkansas S oc ie ty  of CPAs
AICPA
Peer Review Program
AUG 5 1996
M a rs h a  M o ff it t  
P eer R eview  C o o rd in a to r
August 1, 1996
R. Bruce Brasell, Technical Manager
AICPA Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
During a recent meeting of the ASCPA Peer Review Committee, members participated in a 
discussion of the AICPA Exposure Draft, "Proposed AICPA Standards fo r  Performing and 
Reporting on Peer Reviews," which was issued on June 26, 1996 by the AICPA Peer Review 
Board.
After deliberation, the Committee made decisions relating to the proposed issues as follows:
Issue 1: The Committee believes that restricting individual reviewers and reviewing firms
to performing two successive reviews would give a new prospective to the reviewed firm, as 
well as potentially identify any problem reviewers and firms. Such a restriction would also 
lessen the advantage reviewing firms have over individual reviewers of rotating team captains 
within the firm.
Issue 2: The Committee is divided on which criteria to adopt, but feels there should be
some consistency between on-site and off-site peer reviews. There has been much confusion 
over the current policy. Therefore, the Committee feels the engagement selection criteria should 
be the same for on-site and off-site peer reviews.
Issue 3: The Committee is in favor of mandatory on-site peer reviews for firms performing
any type of engagement covered by Statements on Auditing Standards (SAS), including agreed- 
upon procedures.
The Committee requests that the above mentioned comments be considered in relation to the 
aforementioned exposure draft.
Sincerely,
ASCPA PEER REVIEW COMMITTEE
Marsha Moffitt
ASCPA Peer Review Coordinator
415 North McKinley, Suite 970, Little Rock, AR 72205-3022 (501) 664-8739 • fax (501) 664-8320
The Never Underestimate The Value.SM
EXPOSURE DRAFT
PR O PO SED  STA N D A R D S FOR PERFORMING AND REPORTING ON 
PEER REVIEWS
June 2 6 , 1 9 9 6
C om m ent D ate: Septem ber 1 3 , 1 9 9 6
Name and Affiliation: S c o tt R. Nelson, Carney, A lexander, Marold & C o., W aterloo, Iowa 
Comments: ____________________________________________________________________________________________—
When I served on the o r ig in a l AICPA-QREC the p ro h ib it io n  a g a in s t a rev iew er
se rv in g  beyond two successive review s was c a r e fu l ly  debated and considered
be fo re  i t  was in c lud ed  in  the S tandards. I t  was inc luded  to  in su re
in te g r i t y  in  the  system and to  dem onstrate our committment to  i t  to  the  p u b lic .
Now th a t  the program is  o p e ra tin g  s u c c e s s fu lly  more th i r d  p a r t ie s  (Boards o f
A cco un ting  & o ther re g u la to ry  agencies) are re ly in g  on i t s  e f fe c tiv e n e s s . I
b e lie v e  i t  would be a m istake to  e lim in a te  th is  p ro v is io n  from the S tandards,  
because i t  would d i lu te  the p u b lic  con fidence .
The p ro v is io n  to  in c lu d e  agreed-upon procedures engagements should be added to  the
Standards. F ra n k ly , i t s  commission from the o r ig in a l te x t  was an o v e rs ig h t
on our p a r t .
S c o tt R. Nelson
Instructions for Response Form
This form  m ay be used for comments or suggestions relating to  any aspect of
this exposure draft th a t is o f concern or interest to  you. For convenience, the most significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form  to  the address indicated on the reverse side by the com m ent date.
James V . Lewis, C .P .A .
1303  S o u th  F ro n ta g e  R o a d  
H a s tin g s , M in n e s o ta  55033  
T e le p h o n e : B u s iness  (61 2 ) 4 3 7 -3 3 5 6  
H o m e  (61 2 ) 484 -5 0 1 9
J u l y  2 9 ,  1 9 9 6
M r. R . B r u c e  B r a s e l l
T e c h n i c a l  M a n a g e r ,  P e e r  R e v ie w  P r o g r a m
A IC PA
H a r b o r s i d e  F i n a n c i a l  C e n t e r
2 0 1  P l a z a  T h r e e
J e r s e y  C i t y ,  N J  0 7 3 1 1 - 3 8 8 1
I  w o u l d  l i k e  t o  c o m m e n t o n  t h e  P r o p o s e d  A IC PA  S t a n d a r d s  f o r  
P e r f o r m i n g  a n d  R e p o r t i n g  o n  P e e r  R e v i e w s .  A s a n  i n t r o d u c t i o n ,  I  
w o u l d  l i k e  t o  s t a t e  t h a t  I  h a v e  p e r f o r m e d  n e a r l y  3 0 0  p e e r  r e v i e w s  
o v e r  t h e  p a s t  f i v e  y e a r s  p r i m a r i l y  f o r  f i r m s  o f  t e n  o r  f e w e r  
i n d i v i d u a l s ,  a n d  I  f e e l  my c o m m e n ts  a r e  b a s e d  o n  s i g n i f i c a n t  a n d  
s u b s t a n t i a l  e x p e r i e n c e  w i t h  t h e  p r o g r a m .
My g e n e r a l  o b s e r v a t i o n  o f  t h e  p r o g r a m  i s  t h a t  t h e r e  a r e  
a d e q u a t e  a n d  a p p r o p r i a t e  s t a n d a r d s  g o v e r n i n g  f i e l d  r e v i e w e r s  a n d  
r e v i e w e d  f i r m s .  I t  i s  my p o s i t i o n  t h a t  t h e  s t a n d a r d s  g o v e r n i n g  
t h e  a c c e p t a n c e  o f  r e v i e w s  a n d  o v e r s i g h t  a r e  i n a d e q u a t e  a n d  i n  
n e e d  o f  c o n s i d e r a t i o n  a n d  r e v i s i o n .  I n  s i m p l e  t e r m s ,  t h e  
p r o b l e m s  w i t h  t h e  p e e r  r e v i e w  p r o g r a m  a r e  n o t  a t  t h e  f i e l d  r e v i e w  
l e v e l  o f  t h e  r e v i e w  c y c l e ,  b u t  a t  t h e  t o p  o f  t h e  p e e r  r e v i e w  
o r g a n i z a t i o n a l  s t r u c t u r e .  T h i s  i s  a n  a r e a  t h a t  p e e r  r e v i e w  
c o m m i t t e e s  f a i l  t o  a d d r e s s  i n  s e t t i n g  s t a n d a r d s  a s  i t  d i r e c t l y  
a f f e c t s  th e m  a n d  o f t e n  t h e r e  i s  a n  a p p e a r a n c e  t h a t  t h e  c o m m i t t e e  
c o n s i d e r s  i t s e l f  a b o v e  p r o f e s s i o n a l  s t a n d a r d s .
B y  w a y  o f  b a c k g r o u n d  f o r  my c o m m e n ts ,  I  b e l i e v e  t h a t  i t  i s  
i m p o r t a n t  t h a t  p e e r  r e v i e w  c o m m i t t e e s  r e c o g n i z e  t h a t  t h e  
p e r f o r m a n c e  o f  p e e r  r e v i e w s  i s  a  c o m p e t i t i v e  p r o f e s s i o n a l  s e r v i c e  
p e r f o r m e d  f o r  f e e s .  I n  t e r m s  o f  s e r v i c e ,  i t  i s  n o t  u n l i k e  a u d i t ,  
t a x  o r  o t h e r  s e r v i c e s  p e r f o r m e d  b y  CPA f i r m s .  CPA f i r m s  h a v e  
d e s i g n a t e d  p e e r  r e v i e w  p a r t n e r s ,  d e v e l o p e d  p e e r  r e v i e w  
d e p a r t m e n t s  a n d  a c t i v e l y  m a r k e t  t h e i r  p e e r  r e v i e w  s e r v i c e s .  I n  
o r d e r  t o  g a i n  a  c o m p e t i t i v e  a d v a n t a g e ,  f i r m s  a l s o  a t t e m p t  t o  
p l a c e  t h e i r  p e e r  r e v i e w e r s  o n  c o m m i t t e e s  a n d  r e p o r t  a c c e p t a n c e  
b o d i e s .  I  b e l i e v e  i t  i s  n a i v e  t o  s u g g e s t  t h a t  i n d i v i d u a l  CPAs 
s e r v e  o n  c o m m i t t e e s  o u t  o f  c o n c e r n  f o r  t h e  p r o f e s s i o n  w h e n  i n  
f a c t ,  m a n y  o f  th e m  a r e  f i e l d  r e v i e w e r s  p r i m a r i l y  m o t i v a t e d  b y  
i n d i v i d u a l  c o m p e t i t i v e  g o a l s .  T h e  r e s u l t  i s  r e p o r t  a c c e p t a n c e  
b o d i e s  (RABS) a r e  m a d e  u p  n o t  o f  p e e r s  o f  r e v i e w e d  f i r m s ,  b u t  a r e  
p r i m a r i l y  m a d e  u p  o f  p e e r  r e v i e w e r s  s e e k i n g  t o  e n h a n c e  t h e i r  
i n d i v i d u a l  p r a c t i c e .
A s c o m p e t i n g  f i e l d  r e v i e w e r s  o n  r e p o r t  a c c e p t a n c e  b o d i e s ,  
t h e  i n d i v i d u a l s  d e t e r m i n i n g  t h e  a c c e p t a n c e  o f  r e p o r t s  a r e  n e i t h e r  
i n d e p e n d e n t  n o r  o b j e c t i v e .  T h e  n e t  r e s u l t  i s  t h a t  r e p o r t  
a c c e p t a n c e  b o d i e s  a r e  b i a s e d  i n  t h e i r  a p p r o a c h .  M e m b e rs  o f  RABS 
h a v e  c o n f l i c t s  o f  i n t e r e s t s  a n d  n e i t h e r  t h e  r e v i e w e d  f i r m  n o r  t h e  
p r o g r a m  i s  p r o p e r l y  s e r v e d .  I  c a n  s i t e  a n d  p r o v i d e  n u m e r o u s  
d i r e c t  e x a m p l e s  o f  t h i s ,  a n d  w i l l  l i s t  a  f e w :
M r. R . B r u c e  B r a s e l l
T e c h n i c a l  M a n a g e r ,  P e e r  R e v ie w  P r o g r a m
J u l y  2 9 ,  1 9 9 6
P a g e  Two
o  F i r s t ,  w h i l e  i n d i v i d u a l s  o n  r e p o r t  a c c e p t a n c e  b o d i e s  m ay  
n o t  v o t e  o n  t h e i r  ow n  r e v i e w s ,  t h e y  a r e  a l l o w e d  t o  v o t e  o n  
r e v i e w s  s u b m i t t e d  b y  d i r e c t  c o m p e t i t o r s .  O f t e n ,  t h e y  a r e  
v o t i n g  o n  a c c e p t a n c e  o f  r e v i e w s  s u b m i t t e d  w h e r e  t h e y  
i n i t i a t e d  p r o p o s a l s  b u t  w e r e  n o t  s e l e c t e d .  M o re  o f t e n ,  t h e y  
a r e  v o t i n g  o n  t h e  a c c e p t a n c e  o f  r e v i e w s  w h e r e  t h e y  h a v e  
s o l i c i t e d  f o r  t h e  r e v i e w  a n d  d i r e c t l y  s o u g h t  t o  b e  t h e  
r e v i e w e r .  T h a t  f a c t  i n f l u e n c e s  t h e i r  d e c i s i o n  a n d  i t  i s  
k n o w n  t h a t  RAB m e m b e rs  h a v e  v o t e d  n o t  b a s e d  o n  t h e  f a c t s  i n  
t h e  r e v i e w  b u t  b a s e d  o n  t h e  g o a l  o f  c r e a t i n g  d i f f i c u l t y  f o r  
t h e  r e v i e w e r  a n d  t h e  r e v i e w e d  f i r m  w h i c h  d i d  n o t  s e l e c t  
t h e m .
o  S e c o n d ,  t h e r e  i s  e v i d e n c e  t h a t  RAB m e m b e rs  h a v e  u s e d  t h e i r  
p o s i t i o n  a s  a  c o m m i t t e e  m e m b e r  t o  m a r k e t  t h e i r  r e v i e w  
s e r v i c e s .  Som e h a v e  e v e n  g o n e  s o  f a r  a s  t o  s u g g e s t  t h a t  
t h e y  c a n  u s e  t h e i r  p o w e r  a n d  i n f l u e n c e  w i t h  t h e  c o m m i t t e e  t o  
p u s h  t h r o u g h  u n q u a l i f i e d  r e p o r t s .  E v e n  t h o u g h  t h e y  m ay  n o t  
v o t e  o n  s e l f - s u b m i t t e d  r e v i e w s ,  t h e r e  i s  e v i d e n c e  o f  
" l o b b y i n g "  a m o n g  c o m m i t t e e  m e m b e rs  t o  f u r t h e r  t h e i r  
i n d i v i d u a l  i n t e r e s t s .
o  T h i r d ,  RAB a n d  c o m m i t t e e  m e m b e rs  h a v e  i n p u t ,  s o m e t i m e s  
d i r e c t ,  i n t o  t h e  e v a l u a t i o n  o f  p e r f o r m a n c e  o f  t e c h n i c a l  
r e v i e w e r s .  T h e r e  a r e  i n s t a n c e s  t h e r e  c o m m i t t e e  m e m b e rs  
h a v e  u s e d  t h e i r  p o s i t i o n  t o  f u r t h e r  t h e  e v a l u a t i o n  r e s u l t s  
o n  t h e i r  i n d i v i d u a l  r e v i e w s .  I t  i s  a l s o  a  f a c t  t h a t  c e r t a i n  
t e c h n i c a l  r e v i e w e r s  w i l l  n o t  e v e n  q u e s t i o n  r e v i e w s  s u b m i t t e d  
b y  c e r t a i n  c o m m i t t e e  m e m b e r  r e v i e w e r s  p e r c e i v e d  t o  b e  i n  
p o s i t i o n s  o f  p o w e r  a n d  i n f l u e n c e .
o  F o u r t h ,  RAB a n d  c o m m i t t e e  m e m b e rs  u s e  t h e i r  p o s i t i o n s  t o  
a v o i d  o v e r s i g h t  o n  t h e i r  r e v i e w s  w h i l e  i n s t i t u t i n g  i t  o n  
n o n - c o m m i t t e e  m e m b e r  f i r m s .  W h i l e  I  l a c k  d e t a i l s ,  c e r t a i n  
c o m m i t t e e  m e m b e rs  h a v e  b e e n  k n o w n  t o  p o i n t  o u t  t h a t  t h e  b e s t  
w a y  t o  a v o i d  o v e r s i g h t  i s  t o  b e  o n  a  p e e r  r e v i e w  c o m m i t t e e .
U n l i k e  a n y  o t h e r  p r o f e s s i o n a l  s e r v i c e  t o  my k n o w l e d g e  o n l y  
t h e  p e e r  r e v i e w  s e r v i c e  h a s  i t s  p r o d u c t  d i r e c t l y  a c c e p t e d  b y  a  
b o d y  o f  CPA c o m p e t i t o r s . I t  i s  p r o p e r  t h a t  t h e  a c c e p t a n c e  b o d y  
b e  a  b o d y  o f  t h e  r e v i e w e d  f i r m ' s  p e e r s .  I t  i s  i m p r o p e r  t h a t  
r e p o r t  a c c e p t a n c e  b o d i e s  h a v e  b e c o m e  b o d i e s  o f  p e e r  r e v i e w e r s  
m a n y  o f  whom  a r e  s e e k i n g  t o  a d v a n c e  i n d i v i d u a l  c o m p e t i t i v e  
m o t i v e s .
A s e c o n d  i s s u e  w i t h  p a s t  a n d  p r o p o s e d  p e e r  r e v i e w  s t a n d a r d s  
i s  t h a t  t h e y  p r o v i d e  f o r  n o  s p e c i a l  t r a i n i n g  o r  b a c k g r o u n d  f o r  
s e r v i c e  o n  a  c o m m i t t e e  a n d  r e p o r t  a c c e p t a n c e  b o d y .  O ne  s i m p l y  
n e e d s  a n  u n q u a l i f i e d  o p i n i o n  o n  o n e ' s  e n t i r e  f i r m ' s  r e v i e w  a n d  t o
M r. R . B r u c e  B r a s e l l
T e c h n i c a l  M a n a g e r ,  P e e r  R e v ie w  P r o g r a m
J u l y  2 9 ,  1 9 9 6
P a g e  T h r e e
v o l u n t e e r  a n d  b e  a c c e p t e d  o n  t h e  c o m m i t t e e  ( w h i c h  i n  m o s t  s t a t e s  
i s  a u t o m a t i c ) . S u d d e n l y ,  o n e  a p p e a r s  e n d o w e d  w i t h  p e e r  r e v i e w  
k n o w l e d g e  w h i c h  a l l o w s  t h a t  p e r s o n  t o  d i r e c t l y  d e t e r m i n e  t h e  
a c c e p t a n c e  o f  r e v i e w s ,  a p p l y  t h e  s t a n d a r d s  c o n s i s t e n t l y ,  
d e t e r m i n e  c o r r e c t i v e  a c t i o n s ,  l a b e l  " p r o b l e m "  r e v i e w e r s  a n d  
a d m i n i s t e r  o v e r s i g h t .  P r o f e s s i o n a l  s t a n d a r d s  a d d r e s s
q u a l i f i c a t i o n s  f o r  s e r v i c e  a s  a  r e v i e w e r .  T h e y  d o  n o t  a d e q u a t e l y  
a d d r e s s  q u a l i f i c a t i o n s  f o r  s e r v i c e  o n  a  c o m m i t t e e  w h i c h  i s  a n  
e q u a l l y  i m p o r t a n t  s t e p  i n  t h e  p r o c e s s .  W h i l e  t e c h n i c a l  r e v i e w e r s  
c a n ,  t o  so m e  e x t e n t ,  a d d r e s s  s t a n d a r d s  a n d  c o n s i s t e n c y  i s s u e s ,  i t  
i s  t h e  r e p o r t  a c c e p t a n c e  b o d i e s  t h a t  u l t i m a t e l y  d e c i d e  t h e  
i s s u e s .  M any  t i m e s  t h e  d e c i s i o n s  o f  t h o s e  b o d i e s  v a r y  d e p e n d i n g  
o n  w ho  i s  p r e s e n t ,  w h e n  t h e  r e p o r t  a p p e a r s  i n  t h e  a g e n d a  a n d  
w h e t h e r  t h e  c o m m i t t e e  m e m b e rs  h a v e  k n o w l e d g e  a s  t o  t h e  i s s u e  i n  
q u e s t i o n .  F u r t h e r m o r e ,  w i t h  r e s p e c t  t o  o v e r s i g h t  o r  c o r r e c t i v e  
a c t i o n s ,  t h e r e  a r e  t i m e s  w h e n  t h e  c o m m i t t e e  m e m b e r  a s s i g n e d  h a s  
l i m i t e d  k n o w l e d g e  o f  t h e  s i t u a t i o n ,  b u t  a s  a  c o m m i t t e e  m e m b e r , 
t h a t  p e r s o n  i s  h e l d  o u t  a s  a n  e x p e r t  i n  p e e r  r e v i e w s .
F r e q u e n t l y ,  q u i t e  t h e  o p p o s i t e  i s  t h e  c a s e .  T h e  o v e r s i g h t  
r e v i e w e r  h a s  n o  b a c k g r o u n d  o r  t r a i n i n g  f o r  t h e  p o s i t i o n  a n d  
l i m i t e d  k n o w l e d g e  a s  t o  t h e  f i r m ,  t h e  r e v i e w e r  a n d  t h e  s i t u a t i o n .
A s  a  t h i r d  i s s u e ,  I  w o u ld  s u g g e s t  t h a t  p r o p o s e d  s t a n d a r d s  o n  
p e e r  r e v i e w s  r e c o g n i z e  t h e  p e r f o r m a n c e  a n d  a c c e p t a n c e  o f  p e e r  
r e v i e w s  a s  a  s e r v i c e  s u b j e c t  t o  t h e  C o d e  o f  P r o f e s s i o n a l  C o n d u c t  
( P r o f e s s i o n a l  E t h i c s ) . B a s e d  o n  c o r r e s p o n d e n c e  r e c e i v e d  f r o m  
th e m ,  i t  i s  my u n d e r s t a n d i n g  t h a t  t h e  P r o f e s s i o n a l  E t h i c s  
C o m m i t t e e  o f  t h e  A IC PA  h a s  d e t e r m i n e d  t h a t  c e r t a i n  a c t i o n s  o f  
p e e r  r e v i e w  c o m m i t t e e s  a r e  b e y o n d  t h e  s c o p e  o f  c u r r e n t  
p r o f e s s i o n a l  e t h i c s .  I  d o  n o t  b e l i e v e  t h a t  a c t i o n s  b y  p e e r  
r e v i e w  c o m m i t t e e  m e m b e rs  s h o u l d  b e  e x e m p t  f r o m  p r o f e s s i o n a l  
e t h i c a l  s t a n d a r d s .
I n  l i g h t  o f  my c o m m e n ts ,  I  o f f e r  t h e  f o l l o w i n g  s u g g e s t e d  
a d d i t i o n s  t o  t h e  p r o p o s e d  s t a n d a r d s  o n  p e e r  r e v i e w s :
1 .  M e m b e rs  s e r v i n g  o n  r e p o r t  a c c e p t a n c e  b o d i e s  s h o u l d  b e
i n d e p e n d e n t  a n d  o b j e c t i v e  a s  t o  t h e  p e e r  r e v i e w  p r o c e s s .  A s 
s u c h ,  t h e y  a n d  t h e i r  f i r m s  s h o u l d  h a v e  n o  c o n f l i c t s  o f  
i n t e r e s t s  a s  c o m p e t i t o r s  t o  p e r f o r m  p e e r  r e v i e w  s e r v i c e s .
T h i s  h a s  a  p e r c e i v e d  d i s a d v a n t a g e  o f  e l i m i n a t i n g  e x p e r i e n c e d  
p e e r  r e v i e w e r s  f r o m  t h e  c o m m i t t e e s . I  s u b m i t  t h a t  t h i s  i s  
n o t  a  d i s a d v a n t a g e  a t  a l l .  I n s t e a d ,  i t  e l i m i n a t e s  t h e  
v a r i o u s  f i n a n c i a l  , s e l f i s h  a n d  c o m p e t i t i v e  i n t e r e s t s  f r o m  
t h e  c o m m i t t e e  a n d  r e p l a c e s  th e m  w i t h  o b j e c t i v e  b o d i e s  n o t  
s u b j e c t  t o  c o n f l i c t  o f  i n t e r e s t  c h a r g e s .  B y d o i n g  s o ,  i t  
w i l l  a l l o w  t h e  c o m m i t t e e  t o  m o re  c o n s i s t e n t l y  a p p l y  a n d  
c a r r y  o u t  i t s  r e s p o n s i b i l i t i e s  a s  i t  i s  i n d e p e n d e n t  o f  t h e  
v i e w s  o f  c o m p e t i n g  r e v i e w e r s .  I t  i s  q u e s t i o n a b l e  w h e t h e r  a n
M r. R . B r u c e  B r a s e l l
T e c h n i c a l  M a n a g e r ,  P e e r  R e v ie w  P r o g r a m
J u l y  2 9 ,  1 9 9 6
P a g e  F o u r
e x p e r i e n c e d  p e e r  r e v i e w e r  h a s  a n y  m o re  i n s i g h t  a s  t o  t h e  
a c c e p t a n c e  p r o c e s s  t h a n  a  w e l l - t r a i n e d  i n d e p e n d e n t  CPA w i t h  
a n  u n d e r s t a n d i n g  o f  t h e  a c c e p t a n c e  d u t i e s  a n d
r e s p o n s i b i l i t i e s .  P e r h a p s  s t a n d a r d  s e t t i n g  b o d i e s  s h o u l d  
h a v e  e x p r i e n c e d  r e v i e w e r s  a s  m e m b e r s ,  b u t  r e p o r t  a c c e p t a n c e  
b o d i e s  s h o u l d  b e  i n d e p e n d e n t  a n d  o b j e c t i v e .
2 .  P r o f e s s i o n a l  s t a n d a r d s  s h o u l d  r e q u i r e  t h a t  s e r v i c e  o n  a  
r e p o r t  a c c e p t a n c e  b o d y  b e  p r e c e d e d  b y  t r a i n i n g  i n  t h e  d u t i e s  
a n d  r e s p o n s i b i l i t i e s  o f  t h e  p o s i t i o n .  S i m p l y  v o l u n t e e r i n g  
f o r  a  c o m m i t t e e  d o e s  n o t  q u a l i f y  a  CPA t o  c o n s i s t e n t l y  a p p l y  
a c c e p t a n c e  p o l i c e s ,  d e t e r m i n i n g  c o r r e c t i v e  a c t i o n s  o r  
p e r f o r m  o v e r s i g h t .  Y e t ,  u n d e r  c u r r e n t  s t a n d a r d s ,
v o l u n t e e r i n g  i s  a l l  i t  t a k e s  i n  m o s t  s i t u a t i o n s .  T h e  
a c c e p t a n c e  o f  a  f i r m ' s  p e e r  r e v i e w  r e p o r t  i s  a  v e r y  
i m p o r t a n t  f u n c t i o n  a n d  w i l l  e v e n  a f f e c t  l i c e n s i n g  i n  so m e  
s t a t e s .  Y e t ,  t h i s  i s  l e f t  t o  a  r e p o r t  a c c e p t a n c e  b o d y  w i t h  
n o  s p e c i f i c  t r a i n i n g  i n  r e v i e w  a c c e p t a n c e  p o l i c i e s ,  a n d  
u s u a l l y  l i m i t e d  k n o w l e d g e  o f  t h e  a p p l i c a t i o n  o f  t h o s e  
a c c e p t a n c e  p r o c e d u r e s .  T h i s  h a s  c a u s e d  a  c o n s i d e r a b l e  
a m o u n t  o f  i n c o n s i s t e n c y  f r o m  o n e  r e v i e w  t o  t h e  n e x t .  
F u r t h e r m o r e ,  c o m m i t t e e  m e m b e rs  a r e  o f t e n  c h a r g e d  w i t h  
c o r r e c t i v e  a c t i o n s  o r  o v e r s i g h t  w h e n  t h e y  h a v e  l i t t l e  o r  n o  
g u i d a n c e  a s  t o  w h a t  t h a t  e n t a i l s .
3 .  P r o f e s s i o n a l  s t a n d a r d s  f o r  p e e r  r e v i e w s  s h o u l d  s t a t e  t h a t  
t h e  e n t i r e  p e e r  r e v i e w  p r o c e s s  i s  s u b j e c t  t o  t h e  C o d e  o f  
P r o f e s s i o n a l  C o n d u c t .
T h e r e  s h o u l d  b e  n o  e x c l u s i o n s  f r o m  p r o f e s s i o n a l  e t h i c s  f o r  
t h e  a c t i o n s  o f  a d m i n i s t e r i n g  e n t i t i e s .  No g r o u p  o r  p r o g r a m  
w i t h i n  t h e  p r o f e s s i o n  s h o u l d  b e  d e e m e d  e x c l u d e d  f r o m  
p r o f e s s i o n a l  e t h i c a l  c o n d u c t .
F i n a l l y ,  a s  t o  t h e  s p e c i f i c  i s s u e s  f o r  w h i c h  c o m m e n ts  w e r e  
r e q u e s t e d :
I s s u e  1 :  R e v i e w e r  S e r v i c e  o n  S u c c e s s i v e  R e v i e w s  -  I  b e l i e v e  
t h e r e  s h o u l d  b e  n o  r e s t r i c t i o n s  o n  t h e  n u m b e r  o f  s u c c e s s i v e  
r e v i e w s  t h a t  m ay  b e  p e r f o r m e d  f o r  a  f i r m .  T h e  s m a l l  f i r m s  t h a t  I  
r e v i e w  a r e  b y  a n d  l a r g e ,  c o n s c i e n t i o u s  a s  t o  p r o f e s s i o n a l  
s t a n d a r d s  a n d  s t r i v i n g  t o  g e t  t h e  m o s t  f r o m  t h e i r  p e e r  r e v i e w  i n  
t e r m s  o f  p r o f e s s i o n a l  a d v i c e  a n d  a s s i s t a n c e .  M any  v i e w  t h e  
r e s t r i c t i o n s  a s  t h e  s t a n d a r d s  b o d y  t e l l i n g  th e m  t h e y  a r e  n o t  
c a p a b l e  o f  s e l e c t i n g  a  r e v i e w e r  t o  f i t  t h e i r  n e e d s .
I s s u e  2 :  Y e a r  E n d  S e l e c t i o n  o n  O f f - S i t e  R e v ie w s  -  I  b e l i e v e  
t h e  c r i t e r i a  f o r  d e t e r m i n i n g  e n g a g e m e n t  s e l e c t i o n  s h o u l d  b e  t h e  
s a m e  f o r  o n - s i t e  a n d  o f f - s i t e  r e v i e w s .  T h i s  j u s t  s i m p l y  m a k e s  
s e n s e .  I t  e l i m i n a t e s  c o n f u s i o n  a n d  o c c a s i o n a l  d i f f i c u l t y  i n  t h e  
a p p l i c a t i o n  o f  t h e  s t a n d a r d s .
M r. R . B r u c e  B r a s e l l
T e c h n i c a l  M a n a g e r ,  P e e r  R e v ie w  P r o g r a m
J u l y  2 9 ,  1 9 9 6
P a g e  F i v e
I s s u e  3 :  A g r e e d - U p o n  P r o c e d u r e  E n g a g e m e n t s  -  I  b e l i e v e  t h a t  
a g r e e d  u p o n  p r o c e d u r e  e n g a g e m e n t s  s h o u l d  m a n d a t e  a n  o n - s i g h t  p e e r  
r e v i e w .
My c o m m e n ts  a r e  i n t e n d e d  t o  a d d r e s s  w h a t  I  p e r c e i v e  a s  a  
s e r i o u s  d e f i c i e n c y  i n  t h e  p r o g r a m .  P e e r  r e v i e w  s t a n d a r d s  m u s t  
r e c o g n i z e  n o t  o n l y  i s s u e s  i n v o l v i n g  t h e  r e v i e w e r  a n d  t h e  r e v i e w e d  
f i r m ,  b u t  a l s o  t h e  a d m i n i s t r a t i o n  o f  t h e  p r o g r a m  a n d  i t s  r e p o r t  
a c c e p t a n c e  p r o c e d u r e s .  U n t i l  i t  d e v e l o p s  p r o p e r  s t a n d a r d s  f o r  
t h a t ,  i t  w i l l  b e  s u b j e c t  t o  c o n t i n u e d  c r i t i c i s m s  o f  b i a s  i n  a n  
i m p o r t a n t  s t e p  o f  t h e  p r o c e s s .
S i n c e r e l y
J V L : a i s
DENNING, ROUSE & PETERSON
DALE W. D E N N IN G , CPA 
GARY L. RO USE, CPA 
B ILLY  R. PETER SO N, CPA
A PROFESSIONAL ASSOCIATION 
CERTIFIED PUBLIC ACCOUNTANTS 
CLINTON, NORTH CAROLINA 28328
1905 SU NSET AVENUE 
FOX LAKE B U ILD IN G  (HW Y 24 W)
(910) 592-8171 
1 -888  377 -2727
G LO R IA F. LO C K ER M AN , CPA FAX (910) 590 -2380
July 31, 1996
COMMENTS ON EXPOSURE DRAFT
PROPOSED STANDARDS FOR PERFORMING & REPORTING ON PEER REVIEWS
AICPA
R. Bruce Brasell, Technical Manager
Peer Review Program
Haborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brassell:
I have performed about 20 peer reviews in each of the past 5 years. 
I was in 1996 appointed to the NC Peer Review Committee. My firm 
has had two unqualified peer review opinions.
Issue #1- I agree 100% that the firm should be allowed to decide 
when to rotate reviewers. I would suggest instead of just deleting 
paragraph 19 that wording should be substituted stating that the 
firm should carefully consider the benefit of the fresh perspective 
of a new reviewer against the benefit of continuing with the prior 
reviewer in deciding when and if to change reviewers.
Issue #2- I agree 100% that year end selection for on and off site 
reviews should be the same. This will eliminate confusion. It 
will also eliminate the possibility that an audit be excluded in 
determining if they have an on-site or off-site by the timing of 
when the audit work was performed.
Issue #3- I agree 100%. Agreed upon procedures are covered by ASB 
not SSARS; so logically they should be covered by on-site not off­
site review standards.
I would like to make two additional suggestions.
Additional Suggestion #1-It is my understanding that the AICPA 
currently selects CART reviewers giving heavier weight to reviewers 
not performing many reviews. This by virtue of the criteria used 
to select reviewers would make the reviewers in the CART program 
less experienced than the reviewers in the firm on firm reviews. 
This is comparable to a company selecting an auditor because he has 
not performed many audits. The CART reviewers should be assigned 
on a complete random selection of all qualified reviewers. The NC 
committee and ultimately the NCACPA members are going to have to 
eat the cost of 3 reviews which were performed substandard by the
MEMBERS OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
AND NORTH CAROLINA ASSOCIATION OF CERTIFIED PUBLIC ACCOUNTANTS
same CART reviewer selected because he had not performed many 
reviews. I ’m sure this change could be handled administratively 
without including it in the exposure draft.
Additional Suggestion #2-In my opinion the off-site reviews in the 
manner they are currently conducted are not effective in detecting 
and correcting deficiencies in the accountant's system and 
therefore do not have a significant positive impact on the reviewed 
firm’s work product. The other reviewers I have discussed this 
with share this opinion. I would suggest for simplicity and 
uniformity that firms that do not perform audits or attest services 
be reviewed using the same procedures for on-site reviews except 
that the review may be conducted off-site. Since the current off­
site firms perform only compilations and reviews the workpaper 
reviews would not cover that many procedures and could be 
accomplished without the expenditure of a great deal of reviewer 
time or additional expense. I would suggest having this change 
effective beginning with reviews conducted in the year 2000. This 
would allow each off-site firm to have one more review conducted 
under the old standards and would also give them at least three 
years to get a quality control system in place before their next 
review. I realize this is a radical change and would cause some 
dissension. However, the alternative is to continue the present 
off-site review program which often results in an unqualified 
report when there is a high likelihood that serious problems may 
exist or occur and go undetected is much worse.
Thank you for giving me the opportunity to express myself and for 
considering my opinions.
Sincerely,
MEMBERS OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
AND NORTH CAROLINA ASSOCIATION OF CERTIFIED PUBLIC ACCOUNTANTS
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EXPOSURE DRAFT
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PEER REVIEWS
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C om m ent D ate: Septem ber 1 3 , 1 9 9 6
Name and Affiliation/ 
Comments: _______ STEVEN V DUDAS, C.P .A
35 Porter Avenue, Office #7A 
Naugatuck, Connecticut 06770
Instructions for Response Form
This form  m ay be used for comments or suggestions relating to  any aspect of
this exposure draft that is o f concern or interest to  you. For convenience, the most significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form  to  the address indicated on the reverse side by the com m ent date.
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Com m ent D ate : S eptem ber 1 3 , 1 9 9 6
Name and Affiliation:
Comments:
Instructions for Response Form
This form may be used for com m ents or suggestions relating to any aspect of
this exposure draft that is of concern or interest to  you. For convenience, the most significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form to the address indicated on the reverse side by the comment date.
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C om m ents (continued):
R e tu rn  response to :
A IC P A
R. B ruce B rase ll, T ech n ica l M anager 
Peer R e v ie w  Program  
H arb ors id e  F inancial C enter  
2 0 1  Plaza T h re e  
J ersey  C ity , N J 0 7 3 1 1 -3 8 8 1
DeLOACH, POARCH & ASSOCIATES, P.A. 
CERTIFIED PUBLIC ACCOUNTANTS
2049 SHADY CREST D R IV E  
HOOVER, A L A B A M A  35216 
(205) 822-6350
John H. DeLoach, CPA 
H o w ard  D. Poarch, CPA
R. Bernard Blankenship, CPA 
(1935-1993)
M ailing  Address
P. O. Box 36818
Hoover, A labam a 3 5 2 3 6 -68 1 8  
FAX: (205) 822 -1408
AUGUST 8, 1996
Mr. Bruce Brasell, Technical Manager 
American Institute of CPAS 
Peer Review Program 
Harborside Financial Center 
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the 
Exposure Draft "Proposed AICPA Standards for Performing and 
reporting on Peer Reviews" dated June 26, 1996.
Sincerely,
JOHN H. DeLOACH, CPA
MEMBERS OF
American Institute of Certified Public Accountants •  SEC & Private Companies Practice Section •  National Associated CPA Firms
Alabama Society of Certified Public Accountants •  Georgia Society of Certified Public Accountants
DeLOACH, POARCH & ASSOCIATES, P.A.
CERTIFIED PUBLIC ACCOUNTANTS
2049 SHADY CREST D R IV E  
HOOVER, A LA B A M A  35216 
(205) 822-6350
John H. DeLoach, CPA 
H o w ard  D. Poarch, CPA
R. Bernard Blankenship, CPA 
(1935-1993)
M ailing Address
P. O. Box 36818
Hoover, A labam a 352 3 6 -68 1 8  
FAX: (205) 822-1408
August 8, 1996
Mr. Bruce Brasell, Technical Manager
Peer Review Program
American Institute of CPAS
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the 
Exposure Draft "Proposed AICPA Standards for Performing and 
Reporting on Peer Reviews” dated June 26, 1996.
In addition, it appears that we have gone out of our way to 
complicate the timing (due date) of peer reviews. It seems to me 
that we should allow a firm to adjust their due date one time. The 
firm should be allowed to change their due date by 3 months. This 
would allow the firm, in most cases, to have their review at a time 
that is convenient to them. This would make the process conform 
throughout the country. The SEC has this rule and from discussion 
with several firms it has worked very well.
While in Boston this week, I heard many attendees express what 
their state philosophy was concerning due dates. If the AICPA does 
not issue specific guidance in this area there will probably be 
numerous methods adopted which will further complicate the review 
process.
MEMBERS OF
American Institute of Certified Public Accountants • SEC & Private Companies Practice Section • National Associated CPA Firms
Alabama Society of Certified Public Accountants • Georgia Society of Certified Public Accountants
I  was im p re sse d  w ith  t h e  q u a l i t y  o f  th e  p rog ram  i n  B o sto n . 
The to p ic s  w ere t im e ly  and t h e r e  was a f a v o r a b le  ex ch an g e  o f  id e a s  
by th e  p a r t i c i p a n t s .  T h is  i s  v e ry  much needed  due  t o  t h e  ch an g es  
t h a t  w i l l  o c c u r  in  th e  p r o f e s s io n  in  t h e  n e x t  few y e a r s .  The P e e r  
R eview  p r o c e s s  h a s  come a lo n g  way s in c e  I  was on th e  PCPS P e e r  
Review  C om m ittee in  t h e  m id 1 980 ’s .
S in c e r e ly ,
 To:   Date:
FYI
To get this to you promptly, I am mailing the 
enclosed without a formal letter.
Re:  
HAMILTON, 
SCHMOYER, & CO., P.C.
Certified Public Accountants 
Telephone: (803) 254-2050 
Facsimile: (803) 256-9080
H A M IL T O N ,  
S C H M O Y E R  &  CO., P.C.
CERTIFIED PUBLIC ACCOUNTANTS
JOHN F. HAMILTON, CMA, CPA
  P.O. BOX 11881
1330 LADY STREET, FIFTH FLOOR PHONE: (803) 2542050 
COLUMBIA, SC 29211 FAX: (803) 256-9080
S pecific issues for comment
A lthough co m m en ts  are requested  on all aspects  o f this exposure d ra ft, co m m en ts  are sp ec ifica lly  
requested  on th e  fo llo w in g  issues:
IS S U E  1: R E V IE W E R  S E R V IC E  O N  S U C C E S S IV E  R E V IE W S
Paragraph 1 9  o f th e  S tan dards  cu rren tly  in e ffe c t prohib it a te a m  cap ta in  fro m  serv ing  in such  
capacity  on m ore  th an  tw o  success ive  re v ie w s  o f th e  sam e firm . T h e  A IC P A  P eer R e v ie w  Board  
(the  B oard) d iscussed revising th is  res tric tio n  to  a llo w  an individual o r firm  to  p e rfo rm  th re e  
su ccess ive  re v ie w s  on th e  sam e firm , th u s , though  a llow ing  m ore o ccurren ces , m ak in g  th e  
restric tion  applicab le  to  th e  firm  as a w h o le , as w e ll as th e  individual serving in th e  c a p a c ity  o f  
te a m  capta in . U pon fu rther deliberation , th e  Board decided to  rem ove th e  restriction  a lto g e th er and  
p lace  th e  responsib ility  fo r d e term in in g  w h e n , and if, it is ap propria te  to  ro ta te  re v ie w e rs  in th e  
hands o f th e  rev iew ed  firm  its e lf. A s a resu lt, th e  exposure d ra ft does n o t re s tric t th e  n u m b e r o f  
successive re v ie w s  a firm  or individual can  p erfo rm .
Do you believe a restric tion  should be p laced  on th e  num ber o f success ive  re v ie w s  an ind iv idua l 
or firm  can p erfo rm  on th e  sam e firm ? If yes , w h a t should th a t restric tion  be?
IS S U E  2 : Y E A R -E N D  S E LE C T IO N  O N  O F F -S IT E  PEER R E V IE W S
P aragraph 5 7  o f th is  exp osu re  d ra ft w o u ld  e lim ina te  th e  d iffe re n t m etho d s  th a t  c u rre n tly  ex is t  
b e tw e e n  o n -s ite  and o ff-s ite  peer re v ie w s  fo r  determ in ing  w h ich  e n g a g e m e n ts  to  in c lud e  in th e  
population  fo r th e  year under re v ie w . U n d er th e  S tandards cu rren tly  in e ffe c t, th e  p o p u la tio n  fo r  
an o ff-s ite  peer re v ie w  includes all engag em en ts  w ith  reports issued during th e  y e a r und er re v ie w . 
In contrast, fo r an on-site  peer rev iew  th e  population  includes all engagem ents  w ith  periods ending  
during th e  year under re v ie w . T h e  exposure d ra ft w ould  require an o ff-s ite  peer re v ie w  to  use th e  
sam e m e th o d  as an o n -s ite  peer re v ie w ; In o th er w o rd s , all en g ag em en ts  w ith  periods ending  
during th e  year under re v ie w  w o u ld  be inc luded  in th e  popu lation , ra th er th a n  e n g a g e m e n ts  w ith  
reports issued during th e  y e a r under re v ie w .
Do you believe th e  criteria  fo r d e term in ing  w h ic h  en gagem ents  to  include in th e  p op u la tio n  fo r  
selection during th e  year under re v ie w  should  be th e  sam e fo r o n -s ite  and o ff-s ite  p eer re v ie w s ?  
If no, w h y?   
IS S U E  3 : A G R E E D -U P O N  P R O C ED U R E E N G A G E M E N T S  N E C E S S IT A T E  O N -S IT E  R E V IE W S
 
A s included in th is  exposure  d ra ft, a firm  th a t  perform s any ty p e  o f e n g a g e m e n ts  co v e re d  by  
S ta tem en ts  on A ud iting  S tandards (S A S )  m u s t have an on-site peer re v ie w . Th is  m eans th a t  if th e  
only  kind o f S A S  en g ag em en ts  p erfo rm ed  by a firm  are en g ag em en ts  to  app ly  ag re e d -u p o n  
procedures under S A S  N o. 7 5 ,  E n g a g e m e n t s  t o  A p p l y  A g r e e d - U p o n  P r o c e d u r e s  t o  S p e c i f i e d  
E le m e n t s ,  A c c o u n t s ,  o r  I t e m s  o f  a  F in a n c i a l  S t a t e m e n t  (A IC P A , P r o f e s s i o n a l  S t a n d a r d s ,  vo l. 1 , A U
sec. 6 2 2 ) ,  th en  th e  firm  w o u ld  be required to  have an on-s ite  peer re v ie w .
Do you believe th e  p erfo rm ance o f en g a g e m e n ts  to  apply agreed -upon  procedures  in a c c o rd a n c e  
w ith  S A S  N o . 7 5  should m a n d a te  an o n -s ite  peer re v ie w  in th e  absence o f  any  o th e r kind o f  
en g ag em en ts  covered  by th e  SASs?
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Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft "Proposed 
AICPA Standards for Performing and Reporting on Peer Reviews" dated June 26, 1996.
Sincerely,
HUDSON, GAILLARD & JONES 
Certified Public Accountants
Pamela K. Fredelake
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M r. B ruce Brasell, Technical M anager
Am erican Institu te o f  CPAS
Peer R eview  Program
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201 P laza Three
Jersey City, N J  09311-3881
D ear M r. Brasell:
I am in favor o f  all Three Specific Issues as stated in the Exposure D raft “P roposed  A IC PA  Standards for 
Perform ing and reporting on P eer Review s” dated June 26, 1996.
Sincerely,
W illiam R. B urke
A ugust 12, 1996
M E M B E R S :
A M E R IC A N  IN S T IT U T E  O F  C E R T IF IE D  P U B L IC  A C C O U N T A N T S  
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R. Bruce Brasell, Technical M anager
Peer Review  Program
A ICPA
H aborside Financial Center
201 Plaza T hree
Jersey C ity , New Jersey 07311-3811
Re: Com m ents regarding proposed AICPA Standards for perform ing and 
reporting on  Peer Reviews
D ear M r. Brasell:
L isted below  I subm it my comments for your consideration regarding the proposed 
A ICPA  Standards for perform ing and reporting on Peer Reviews:
1. S u m m ary  - F ir s t  B u lle t - A lthough technically correct, the wording in  the 
first bullet o f  the Sum m ary could, I believe, cause confusion on whether attest 
services regarding prospective financial statements are  included. I would 
recom m end rew ording the sum m ary to m ore closely following the wording 
o f paragraph  4.
2. P a ra g ra p h  1 9  -  I believe that the prohibition against serving as team  captain 
for m ore than  two successive review s should be m aintained, and also 
expanded to prevent firm s serving as review ers for m ore than two consecutive 
review s. I believe that due to the current scrutiny o f the accounting 
profession, such review er rotation adds additional credence to the self 
regulation process.
3. P a ra g ra p h  3 3  -  I agree w ith the change to have engagements selected on  off­
site review s to be selected based on the financial statem ent year end rather 
than issue date, and thus be consistent with on-site review s. I think that it is 
im portant to have both  program s consistent in the selection o f engagements, 
and m ost accounting firm s track engagements by fiscal year ends.
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R. Bruce Brasell, Technical M anager
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4. P a ra g ra p h  5  -  I would recom m end changing paragraph 5 to explicitly state 
that firm s w ith no audit engagements can elect to have either an off-site 
review , o r an on-site review  in which they follow the standards for on-site 
review s. This would clarify reporting and review  procedures w hen firms 
w ith no audit practices elect to have an on-site review . It w ould also seem 
to be consistent w ith paragraph 56.
5. P a ra g ra p h  23A  -  I would recom m end that the requirem ent that team  captains 
be an ow ner o f an enrolled firm  be deleted, and requirem ents follow language 
sim ilar to paragraph 92, regarding service on the comm ittee. Ow nership in  
a C PA  firm  has no direct relationship to qualifications as a review er, and thus 
should not be  included as a requirem ent. T here are m any perfectly capable 
supervisory personnel that a re  not owners o f CPA  firm s that should be 
qualified to serve as team  captains.
6. P a ra g ra p h  28A  - I would recom m end expansion and clarification o f the 
definition o f "inherent risk". T he definition in footnote 7 is not clear.
Y our consideration o f these comm ents is greatly appreciated.
Sincerely yours,
ARM S, JEFFER S & C O ., PC
Leonard H . A cker, CPA
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Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft “Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews” dated June 26, 1996.
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Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the 
Exposure Draft "Proposed AICPA Standards for Performing and 
reporting on Peer Reviews" dated June 26, 1996.
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D ear M r. Brasell:
I am  in favor o f  all the follow ing Three Specific Issues as stated in the Exposure D raft 
“Proposed A ICPA  Standards for Perform ing and reporting on Peer R eview s” dated June 
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O N -SITE REV IEW S
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D ear M r. Brasell:
I am in favor o f  all Three Specific Issues as stated in the Exposure D raft "Proposed 
A ICPA  Standards fo r Perform ing and reporting on Peer Reviews" dated June 26, 1996.
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H a r b o r s i d e  F i n a n c i a l  C e n t e r
2 0 1  P l a z a  T h r e e
J e r s e y  C i t y ,  N J  0 7 3 1 1 - 3 8 8 1
D e a r  M r .  B r a s e l l :
I  a m  i n  f a v o r  o f  a l l  T h r e e  S p e c i f i c  I s s u e s  a s  s t a t e d  i n  t h e  
E x p o s u r e  D r a f t  " P r o p o s e d  A I C P A  S t a n d a r d s  f o r  P e r f o r m i n g  a n d  
R e p o r t i n g  o n  P e e r  R e v i e w s "  d a t e d  J u n e  2 6 ,  1 9 9 6 .
S i n c e r e l y ,
S c o t t  S c h u m p e r t
S S / l m
Allen & Woodall, L.L.P.
Certified Public Accountants
A ugust 13, 1996
P. O. B ox  30546
Rale igh, N orth  C aro lina  27622
Telephone: (919) 832-6848 
Fax: (919) 832-7288
M r. Bruce Brasell, Technical M anager
A m erican In s titu te  of CPAS
P eer Review Program
H arborside F inancial C enter
201 P laza Three
Jersey  City, New Jersey 07311-3881
D ear Mr. Brasell:
I  am  in  favor of a ll T hree Specific Issues as s ta te d  in  th e  E xposure  D raft 
"Proposed AICPA S tan d ard s  for Perform ing and  repo rting  on P eer Reviews" 
dated June  2 6 , 1996.
Sincerely,
ALLEN & WOODALL, L.L.P.
Felix H. Allen, III
CERTIFIED PUBLIC A ccountants
J^ICKLES,
Zorn & ASSOC., INC.
Allen  R. N ickles, cpa, cfe 
David P. Zorn, cpa
422 W. Market St., Sandusky, OH 44870 
Telephone (419) 625-4942
Fax (419) 625-7120
Thomas D. Campbell, cpa
A u g u s t 1 3 , 1996
MEMBERS
AMERICAN INSTITUTE OF 
CERTIFIED PUBLIC ACCOUNTANTS 
OHIO SOCIETY OF 
CERTIFIED PUBLIC ACCOUNTANTS 
PRIVATE COMPANIES 
PRACTICE SECTION
M r. B ru c e  B r a s e l l ,  T e c h n ic a l  M a n a g e r
A m e r ic a n  I n s t i t u t e  o f  CPAs
P e e r  R e v ie w  P ro g ra m
H a r b o r s id e  F i n a n c ia l  C e n te r
201  P la z a  T h re e
J e r s e y  C i t y ,  N J 0 7 3 1 1 -3 8 8 1
D e a r  M r . B r a s e l l :
I  am i n  f a v o r  o f  a l l  T h re e  S p e c i f i c  I s s u e s  a s  s t a t e d  i n  t h e  
E x p o s u re  D r a f t  "P ro p o s e d  A IC P A  S ta n d a rd s  f o r  P e r fo r m in g  a n d  
R e p o r t in g  o n  P e e r  R e v ie w s "  d a te d  J u n e  2 6 , 1996
S in c e r e ly ,
N ICKLES, ZO R N  &  ASS O C ., IN C .
A l l e n  R. Nickles CPA, CFE
ARN: b j j
E n c lo s u r e
TILL, E D D L E M A N  & H E S T E R , P .C .
G L E N N  F. TILL, S R ., C.P.A. 
B ILL D. E D D L E M A N , C.P.A. 
RAY R. H E S TE R , C.P.A.
G L E N N  F. T ILL , J R .,  C.P.A.
C R A IG  L. EYER, C.P.A.
L. M A R TY B R O W N , C.P.A. 
JE F F E R Y  T. H A G E R , C.P.A.
J O H N  A. PETTRY, C.P.A.
M IC H A E L  W. M O R M A N , J R , C.P.A.
C E R T IF IE D  P U B LIC  A C C O U N T A N T S  
M O U N T A IN  B R O O K  C E N TE R , S U IT E  3 0 0  
2 7 0 0  H IG H W A Y  2 8 0  EA ST  
BIRM INGHAM , ALABAMA 3 5 2 2 3  
T E L E P H O N E  (2 0 5 )  8 7 1 -9 8 5 5  
T E L E C O P IE R  (2 0 5 )  8 7 1 -7 5 4 8
August 12, 1996
MEMBERS
AMERICAN INSTITUTE  
OF CERTIFIED  
PUBLIC ACCOUNTANTS
Mr. Bruce Brasell, Technical Manager
American Institute of CPAs
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft "Proposed 
AICPA Standards for Performing and Reporting on Peer Reviews" dated June 26, 1996.
Sincerely,
TILL, EDDLEMAN & HESTER, P.C.
Glenn Till, Jr.
Shareholder in charge of Quality 
Review
M C W IL L IA M S  &  C O M P A N Y
HUGH F. MCWILLIAMS, CPA  
G. GREGORY GILBERT. CPA  
MARK W. KING. CPA 
DEBORAH G. JONES. CPA
JOHN W. BAILES, CPA
C ERTIFIED  PUBLIC ACC O U N TA NTS  
SUITE 6 5 0  •  TWELVE O AKS EXECUTIVE O FFICE PARK  
5 4 0 1  K IN G S T O N  P IK E  S .W . •  P .O .  B O X  1 1 7 6 4  
K N O X V IL L E . T E N N E S S E E  3 7 9 3 9  
(4 2 3 )  5 8 8 -5 1 8 1
SHARON B. UTANO, CPA 
MARK B. WATERS. CPA 
W. JAMES LLOYD. CPA 
ELAINE HAUK, CPA
A u g u s t  1 2 ,  1996
M r. B ru c e  B r a s e l l ,  T e c h n i c a l  M a n a g e r
A m e r ic a n  I n s t i t u t e  o f  CPAs
P e e r  R e v ie w  P ro g ra m
H a r b o r  S i d e  F i n a n c i a l  C e n t e r
20 1  P l a z a  T h r e e
J e r s e y  C i t y ,  N J 0 7 3 1 1 -3 8 8 1
D e a r  M r. B r a s e l l :
T he f o l l o w i n g  a r e  co m m en ts  r e l a t e d  t o  t h e  t h r e e  s p e c i f i c  i s s u e s  d i s c u s s e d  i n  
t h e  e x p o s u r e  d r a f t  t i t l e d  " P r o p o s e d  AICPA S t a n d a r d s  f o r  P e r f o r m i n g  a n d  
R e p o r t i n g  o n  P e e r  R e v ie w s "  d a t e d  J u n e  2 6 ,  1 9 9 6 .
ISSU E 1 : REVIEWER SERVICE ON SUCCESSIVE REVIEWS: I  a g r e e  t h a t  t h e  e x p o s u r e  
d r a f t  s h o u l d  n o t  r e s t r i c t  t h e  n u m b e r  o f  s u c c e s s i v e  r e v i e w s  a  f i r m  o r  
i n d i v i d u a l  c a n  p e r f o r m .  E a c h  a c c o u n t i n g  f i r m  s h o u l d  h a v e  t h e  a b i l i t y  a n d  
r e s p o n s i b i l i t y  f o r  d e t e r m i n i n g  w h en  i t  s h o u l d  r o t a t e  r e v i e w e r s  m uch t h e  sam e 
w ay o u r  c l i e n t s  d e t e r m i n e  w hen  a c c o u n t i n g  f i r m s  s h o u l d  b e  c h a n g e d .
ISSUE 2 :  YEAR END SELECTION ON O F F -S IT E  PEER REVIEWS: I  a g r e e  w i t h  t h e  
e x p o s u r e  d r a f t  w h ic h  r e q u i r e s  a n  o f f - s i t e  p e e r  r e v i e w  t o  u s e  t h e  sam e m e th o d  
a s  a n  o n - s i t e  p e e r  r e v i e w .  T h i s  w o u ld  a l l o w  c o n s i s t e n c y  w i t h i n  t h e  p e e r  
r e v i e w  p r o g r a m .
ISSUE 3 : AGREED-UPON PROCEDURE ENGAGEMENTS NECESSITATE O N -SITE  REVIEWS: I  
a g r e e  t h a t  a  f i r m  w h ic h  p e r f o r m s  a n y  t y p e  o f  e n g a g e m e n t  c o v e r e d  b y  S t a t e m e n t  
o n  A u d i t i n g  S t a n d a r d s  m u s t  h a v e  a n  o n - s i t e  p e e r  r e v i e w .  T h i s  t y p e  p o l i c y  
a v o i d s  p o t e n t i a l  c o n f u s i o n  w h ic h  w o u ld  r e s u l t  i f  s p e c i f i c  SASs a r e  e x e m p t 
f ro m  t h e  o n - s i t e  p e e r  r e v i e w  r e q u i r e m e n t  w h i l e  o t h e r s  r e q u i r e  t h e  o n - s i t e  
p e e r  r e v i e w .
I  a p p r e c i a t e  y o u r  t im e  i n  c o n s i d e r i n g  t h e  a b o v e  c o m m e n ts .
V e ry  t r u l y  y o u r s,
RICHTER & COMPANY, P. C
CERTIFIED PUBLIC ACCOUNTANTS
732 North Broad Street 
Post Office Box 566 
Cairo, GA 31728
Telephone: (912) 377-3446 
Fax: (912) 377-9038
August 14, 1996
Mr. Bruce B r a s e l l , Technica l Manager
American I n s t i t u t e  o f  CPAs
Peer Review Program
H arbors ide  F in a n c ia l Center
201 P laza Three
Jersey C ity ,  NJ 07311-3881
Dear Mr. B r a s e l l :
I am in  fa v o r  o f  a l l  Three S p e c if ic  Issues as s ta te d  in  the  Exposure D ra ft  
"Proposed AICPA Standards fo r  Perform ing and R eporting on Peer Reviews" dated 
June 26, 1996.
S in c e re ly ,
RICHTER & COMPANY, P.C.
Wyman H. R ic h te r,
WHRJr/ls
Members of
American Institute of Certified Public Accountants • Georgia Society of Certified Public Accountants, Inc.
AUGUST 8, 1996
Mr. Bruce Brasell, Technical Manager
American Institute of CPAS
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the 
Exposure Draft "Proposed AICPA Standards for Performing and 
reporting on Peer Reviews" dated June 26, 1996.
Jerome C. Olsen, CPA
COOPER, HILL &  LECROIX
GEORGE A. COOPER, CPA 
EDWARD L. HILL, CPA 
SANDRA G. LECROIX, CPA
Certified Public Accountants 
P.O. BOX 849 - DECATUR, ALABAMA 35602-0849 
Phone (205) 355-1204
AUG
M e m b e r
of
American  Institute of C P A s  
Private Company Practice Section
A la b a m a  S ocie ty  o f C P A s
August 13, 1996
Mr. Bruce Brasell, Technical Manager
American Institute of CPAs
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in Exposure Draft "Proposed 
AICPA Standards for Performing and Reporting on Peer Reviews" dated June 26, 
1996.
Yours very truly,
COOPER, HILL & LECROIX, CPAs
George A.  Cooper  
Certified Public Accountant
GAC:lo
CPA CPA
708 SECOND AVE., S.E. • P.O. BOX 849 •  DECATUR. AL 35602 • PHONE (205) 355-1204
F. RUDOLPH FLETCHER, C.P.A. 
EDWIN C. FREEMAN, JR., C.P.A. 
STEPHEN W. SCANLAN, C.P.A. 
JOHN L. HINSON, C.P.A.
Fletcher & Associates, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
424 EAST JACKSON STREET
P. O. BOX 677 • TELEPHONE (912) 226-2241 
FAX (912) 226-2295
THOMASVILLE, GA 31799
August 14, 1996
MEMBERS OF
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
GEORGIA SOCIETY OF
CERTIFIED PUBLIC ACCOUNTANTS, INC.
Mr. Bruce Brassell, Technical Manager
American Institute of CPAS
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft “Proposed AICPA 
Standards for Performing and reporting on Peer Reviews” dated June 26, 1996.
Sincerely,
FLETCHER & ASSOCIATES, P. C.
Edwin C. Freeman, Jr.
ECF/rb
 D  
P A Diane  Porter &  Associates, PC
Certified Public Accountant
205/ 836-4821 
FAX: 836-4881 
1-800-883-4821
9229 TODD DRIVE, SUITE 203 
BIRMINGHAM, ALABAMA 35206
August 15, 1996
Mr. Bruce Brasell, Technical Manager
American Institute of CPAs
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft “Proposed 
AICPA Standards for Performing and Reporting on Peer Reviews” dated June 26, 1996
Sincerely,
Diane M. Porter, CPA
H o w a r d ,  M o o r e  &  M c D u f f ie ,  P. C.
CERTIFIED PUBLIC ACCOUNTANTS
1060 First Liberty Bank Tower, 201 Second Street
P .O . Box 454 7 , Macon, G eorgia 31208-4547  Telephone (912) 742-5317
Members
Private Companies 
Practice Section 
American Institute of 
Certified Public Accountants
Georgia Society ot 
Certified Public Accountants
August 15, 1996
Mr. Bruce Brasell, Technical Manager
American Institute of CPAS
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft "Proposed 
AICPA Standards for Performing and reporting on Peer Reviews" dated June 26, 1996.
Sincerely,
 
Samuel A. McDuffie
/kae
Howard, M oore & M cDuffie, P. C.
CERTIFIED P U B LIC  A C C O U N TA N TS
1060 F irs t L ibe rty  B ank Tow er, 201 S econd  S tree t
P .O . B ox 4547 , M acon , G eo rg ia  31208-4547  Te lephone  (912) 742-5317
Members
Private Companies 
Practice Section 
American Institute of 
Certified Public Accountants
Georgia Society of 
Certified Public Accountants
August 19, 1996
Mr. Bruce Brasell, Technical M anager
Am erican Institute of CPAS
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft "Proposed 
A ICPA Standards for Perform ing and reporting on Peer Reviews" dated June 26, 1996.
Sincerely,
Georgia G. Slagle
/kae
August 16, 1996
Large & Gilbert, P . C.
Ceritfi e d  P u b l i c  A c c o u n ta n t  
S u it e  5 1 0
F i v e P ie d m o n t C e n te r  
3 5 2 5  P i e d m o n t  R o a d
W a n t a , G e o r g ia  3 0 3 0 5
40 4/2 3 3 - 4 3 6 4 
F a x  40 4/2 3 3 - 4 4 3 6  
R h on d a , M . G ilb e r t ,  C P A  
Tho m as  K .  S a v ag e, C P A
Mr. Bruce Brasell, Technical Manager
American Institute of CPAS
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft 
"Proposed AICPA Standards for Performing and Reporting on Peer 
Reviews" dated June 26, 1996.
Sincerely,
B e th  C .  E c k m a n ,  C P A  
K v i n  A .  R y a n ,  C P A
S h ie r l e y  M .  M c K e n n e y  C P A  
G a r y  S .  F o r t i e r ,  C P A  
C a th e r in e  A .  W i l l i a m s ,  C P A
Members
American Institute of Certified Public Accountants 
Georgia Society of Certified Public Accountants
M a c o n  B r a n c h   O ffice  
S u i t e  2 5 0
2 9 6 0  R iv e r s id e  D r iv e  
M a c o n , Geo rg ia  312 0 4
9 1 2 / 4 7 1 - 6 6 1 6  
F a x : 9 1 2 /4 7 1 - 6 6 7 8
Tom Savage, CPA
TKS/gm
J. R. Harold & Associates, P.A. 
C ERTIFIED PUBLIC ACCOUNTANTS 
324 SO U TH  SAGE AVENUE 
P. O. BOX 16132 
MOBILE, ALABAMA 36616
(334) 478-7300
M EM BER ALABAM A SOCIETY OF M EM BER AM ER IC AN  IN S T IT U TE OF
CERTIFIED PUBLIC ACCOUNTANTS CERTIFIED PUBLIC ACCO UNTANTS
August 19, 1996
Mr. Bruce Brasell, Technical Manager 
American Institute of CPAS 
Peer Review Program 
Harborside Financial Center 
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the 
Exposure Draft ’’Proposed AICPA Standards for Performing and 
reporting on Peer Reviews’’ dated June 26, 1996.
Sincerely,
J . R. Harold
J. R. HAROLD & ASSOCIATES, P.A. 
Certified Public Accountants
Ronnie E. Hill, Certified Public Accountant
Post Office Box 18165 • 2186 Ingleside Avenue
Macon, Georgia 31209-8165
912-745-5200 • Fax 912-745-5658
Mem ber
Georgia Society of 
Certified Public Accountants
American Institute of 
Certified Public Accountants
A ugust 15, 1996
M r. Bruce Baswell, Technical M anager 
American Institute o f  C PA ’s 
Peer Review  Program  
H arborside Financial Center 
201 Plaza Three
Jersey City, N ew  Jersey 07311-3881
D ear M r. Brasell:
I am in favor o f  all Three Specific Issues as stated in the  Exposure D raft “P roposed 
A IC PA  Standards for Perform ing and R eporting on Peer Reviews” dated June 26, 1996.
Sincerely.
Ronnie E. Hill
Machen, McChesney & Chastain
Certified Public Accountants
Don L. Machen, CPA 
Anne McChesney May, CPA 
Donald G. Chastain, CPA
1820 East University Drive 
Auburn, Alabama 36830 
Tel. (334) 887-7022 
Fax (334) 887-7221
Members
American Institute of CPAs 
Alabama Society of CPAs
A ugust 2 0 ,  1996
M r. B ruce Brasell, Technical M anager 
A m erican Institute o f  CPAs 
Peer R eview  Program  
H arborside F inancial Center 
201 P laza Three
Jersey C ity, N ew  Jersey 07311-3881
D ear M r. Brasell:
I am  in favor o f  all three specific issues as stated in  the Exposure D raft “Proposed A IC PA  
Standards for Perform ing and R eporting on Peer Review s” dated June 26, 1996.
V ery truly yours,
D onald G. Chastain, C.P.A.
D G C :dcz
Machen, McChesney & Chastain
Certified Public Accountants
Don L. Machen, CPA 
Anne McChesney May, CPA 
Donald G. Chastain, CPA
1820 East University Drive 
Auburn, Alabama 36830 
T el. (334) 887-7022 
Fax (334) 887-7221
Members
American Institute of CPAs 
Alabama Society of CPAs
A ugust 20, 1996
M r. Bruce Brasell, Technical M anager 
A m erican Institu te o f  CPA s 
Peer R eview  Program  
H arborside Financial C enter 
201 P laza Three
Jersey C ity, N ew  Jersey 07311-3881
D ear M r. Brasell:
I am  in  favor o f  all three specific issues as stated in  the  Exposure D raft “Proposed A IC PA  
Standards for Perform ing and Reporting on  Peer Review s” dated June 2 6 ,  1996.
Very truly yours,
D on L. M achen, C.P.A.
D L M :dcz
Machen, McChesney & Chastain
Certified Public Accountants
Don L. Machen, CPA 
Anne McChesney May, CPA 
Donald G. Chastain, CPA
1820 East University Drive 
Auburn, Alabama 36830 
Tel. (334) 887-7022 
Fax (334) 887-7221
Members
American Institute of CPAs 
Alabama Society of CPAs
A ugust 2 0 ,  1996
M r. Bruce Brasell, Technical M anager
A m erican Institu te o f  CPA s
Peer R eview  Program
H arborside F inancial C enter
201 P laza Three
Jersey City, N ew  Jersey 07311-3881
D ear M r. Brasell:
I am  in favor o f  all three specific issues as stated in the Exposure D raft “Proposed A IC PA  
Standards for Perform ing and Reporting on Peer Review s” dated June 2 6 ,  1996.
Very truly yours,
A M M :dcz
E X P O S U R E  D R A F T  
A IC P A  P eer R e v ie w  B oard
R. Bruce Brasell, Technical M anager 
AICPA Peer Review Board
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
Harborside Financial C enter
201 Plaza Three
Je rsey  City, NJ 0 7 3 1 1 -3 8 8 1
P R O P O S E D  A IC P A  S T A N D A R D S  FO R  P E R F O R M IN G  A N D  R EP O R TIN G  
O N  PEER R E V IE W S
Ju n e  26 , 1996
C om m ent Date: S ep tem ber 13, 1996
Name and Affiliation: THE MICHIGAN ASSOCIATION OF CERTIFIED
PUBLIC ACCOUNTANTS
A ccounting & Auditing Procedures Com m ittee 
2 8 1 1 6  Orchard Lake Road 
P.O. Box 9 0 5 4
Farm ington Hills, Michigan 4 8 3 3 3 -9 0 5 4
C om m ents:
Please refer to  the  enclosed  a tta ch m e n ts  for com m ents received on the afo rem entioned  
Exposure Draft from m em bers of the  A ccounting & Auditing Procedures C om m ittee, 
and various o ther com m ittees of the  Michigan A ssociation of CPAs.
PROPOSED AICPA STANDARDS FOR PERFORMING AND REPORTING 
ON PEER REVIEWS
Issue:
1) No
The firm should  have the  la ttitude  to  decide - w e have already assum ed  th ey  are  
p rofessionals in all o ther capacities
2) Should be th e  sam e
3) Yes
COM MENTS ON E X P O S U R E  D R A F T  ON P E R FO R M IN G  PEER R E V IE W S
I N  G E N E R A L  I  T H IN K  I T  I S  A  GOOD R E V IS IO N .
IS S U E  1 R E V IE W E R  S E R V IC E  ON S U C C E S S IV E  R E V IE W S .
T H E  IS S U E  H ER E I S  T H E  A P P E A R A N C E  O F IN D E P E N D E N C E . I T  I S  C R I T I C A L  TO  T H E  IM A G E  O F TH E 
C P A , T H E  A IC P A  AN D  TH E  TWO F IR M S  OR IN D IV ID U A L S  IN V O L V E D  T H A T  T H E  A P P E A R A N C E  OF 
IN D E P E N D E N C E  I S  N O T IM P A IR E D .  I N  A  FEW C IR C U M S T A N C E  T H E  P L A C IN G  O F  A  L I M I T  M AY COST 
T H E  R E V IE W E D  F IR M  M O N E Y , DUE TO  T H E  N E C E S S IT Y  O F  G E T T IN G  A  R E V IE W E R  FROM  A  REMOTE 
L O C A T IO N  OR A N  IN A P P R O P R IA T E L Y  S IZ E D  F IR M .  N E V E R T H E L E S S  I  F E E L  T H IS  I S  A  J U S T IF IE D  
C O S T .
IS S U E  2  Y E A R  END S E L E C T IO N
P R O B A B L Y  S IM P L E R  TO  HAV E SAME M E TH O D . NO T AN IS S U E  I N  MY M IN D
IS S U E  3  A G R E E D -U P O N  PROCEDURE ENG AG EM ENTS N E C E S S IT A T E  O N - S IT E  R E V IE W S .
D E F I N I T E  A G R E E M E N T . I F  TH E  R E V IE W E D  F IR M  DOES NO A U D IT IN G  O T H E R  T H A N  A P P L Y IN G  AG REED 
UPO N P R O C E D U R E S , I  WOULD C O N S ID E R  T H IS  TO  BE H IG H  R I S K .
AUGUST 8 , 1996
M r. B ru c e  B r a s e l l ,  T e c h n ic a l  M a n a g e r
A m e r ic a n  I n s t i t u t e  o f  CPAS
P e e r  R e v ie w  P ro g ra m
H a r b o r s id e  F i n a n c ia l  C e n te r
201  P la z a  T h re e
J e r s e y  C i t y ,  NJ 0 7 3 1 1 -3 8 8 1
D e a r  M r .  B r a s e l l :
I  am i n  f a v o r  o f  a l l  T h re e  S p e c i f i c  I s s u e s  a s  s t a t e d  i n  th e  
E x p o s u re  D r a f t  "P ro p o s e d  A IC P A  S ta n d a rd s  f o r  P e r fo r m in g  a nd  
r e p o r t i n g  o n  P e e r  R e v ie w s "  d a te d  J u n e  2 6 , 1 9 9 6 .
S i n c e r e l y ,
H e r b e r t  H. W eeks, CPA
M . M . W INKLER &  ASSOCIATES
Certified Public Accountants 
221 Franklin Street - P. O. Box 499 
Tupelo, Mississippi 38802 
(601) 842-4641 or Fax (601) 842-4646
August 15, 1996
Mr. Bruce Brasell, Technical Manager
American Institute of CPAS
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell :
I am in favor of all Three Specific Issues as stated in the Exposure Draft “Proposed 
AICPA Standards for Performing and reports on Peer Reviews” dated June 26, 1996.
Sincerely,
M. M. WINKLER & ASSOCIATES
Bill E. Morgan 
Certified Public Accountant
BEM/pls
N A N A S , S T E R N , B IE R S , N E IN S T E IN  A N D  CO . L L P
C E R T IF IE D  P U B L IC  A C C O U N T A N T S
9 4 5 4  W IL S H IR E  B O U L E V A R D
B E V E R L Y  H IL L S , C A L IF O R N IA  9 0 2 1 2 - 2 9 0 7
T E L  ( 3 1 0 )  2 7 3 - 2 5 0 1  • F A X  ( 3 1 0 )  8 5 9 - 0 3 7 4
IN T E R N E T :  O P @ N S B N .C C M A IL .C O M P U S E R V E .C O M  
C O M P U S E R V E :  C C M A IL :O P  A T  N S B N L A W R E N C E  JAY S T E R N , CPA
JA C K  S H E L D O N  N E IN S T E IN , CPA
W IL L IA M  D. E S E N S T E N , C P A
R O B E R T  G. E D L E F S E N , CPA  
K E N N E T H  W. S C U R L O C K , CPA
K E N N E T H  A. M IL E S . CPA  
G L O R IA  D. REDW AY, CPA
E IL E E N  F. C O H E N , CPA
H O W A R D  S. S IB E L M A N , C PA  
B A R B A R A  C. K O G E N , E S Q ., C PA
M A R V IN  H. B IE R S , CPA  (R E T )  
J U S T IN  I. B A U M A N . CPA  (R E T )
A ugust 19, 1996 L E O  S H A P IR O , C P A  ( 1 9 1 6 -1 9 5 7 )  A R N O L D  R O S E M A N , C P A  ( 1 9 1 8 -1 9 6 5 )  
J U L IU S  L. N A N A S , C P A  ( 1 9 1 3 -1 9 8 3 )
M r. R. B ruce Brasell, Technical M anager 
A IC P A , Peer Review  Program  
201 Plaza Three
Jersey City, N J 07311-3881
Re: P roposed A ICPA  Standards for Perform ing and
R eporting on Peer Reviews
D ear Mr. Brasell:
The ED  requests input on three issues.
Issue 1 - N o.
Issue 2 - Yes.
Issue 3 - N o. By definition, these reports are no t available to  anyone except the contracting
parties. N otw ithstanding the statem ent to  the contrary on page 1 6 , I do not believe there 
is a  “public interest” in these reports. They, by themselves, should not draw  a firm into an 
on-site.
Sincerely
C:\DATA\CUURC.‘H96'ALLORGS\WORDUetter to aicpa august 19.doc
D IV IS IO N FOR CPA FIRMS AM ERICAN IN S TITU TE  OF CERTIFIED  PUBLIC ACC OUNTANTS • CALIFO RNIA SO C IE TY  OF CERTIFIED PUBLIC ACC OUNTANTS • RUSSELL BEDFORD INTERNATIO NA L
Noel D. Tallon, CPA
Noel D. Tallon
Certified Public Accountant
Suite C, 922 Merchants Walk / Huntsville, Alabama 35801 
Post Office Box 18037 / Huntsville, Alabama 35804 
205 / 533-1024 or 205 / 534-4528 Voice/Fax
August 20, 1996
Mr. Bruce Brasell, Technical Manager
American Institute of CPAs
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
The following are my views regarding the three specific issues as 
stated in the Exposure Draft "Proposed AICPA Standards for 
Performing and Reporting on Peer Reviews" dated June 26, 1996.
Issue 1: I do not believe a restriction should be placed on the 
number of successive reviews an individual or firm can perform on 
the same firm.
Issue 2: I do believe that the criteria for on- and off-site
review should be changed. However, I believe that on-site should 
be the one changed.
Under the current system, firms can intentionally or 
unintentially avoid the review of selected engagements by the 
selection of their review year. If they select a year coinciding 
or just after certain year-ends, those would not be selected 
because the work for the current year has not been done by the 
review date.
Issue 3: On-site peer reviews should be mandated by firm size 
(either fees or personnel) and not SASs. The current
restrictions have forced some small firms to discontinue 
engagements because of on-site cost. Peer reviews as currently 
structured are much more expensive per practionner for smaller 
firms. This is clearly restraint of trade and (I think) will 
likely be declared so if challenged in court.
I appreciate your consideration of my ideas.
Sincerely,
N o e l D. T a l lo n
Certified Public Accountant
Enclosure
N oel D. Tallon, CPA
Member American Institute CPA’s / Member Alabama Society CPA's
A merican Institute o f  C .P .A .’s
DAVID R. HAMILTON, P.C.
C ertified P ublic A ccountant 
127 H olmes A venue W est 
H untsville, A labama 35801
T elephone (205) 533-1040 
F ax (205)534-1040
A labama Society of C.P.A . 's
A u g u s t  2 0 , 1996
M r. B ru c e  B r a s e l l ,  T e c h n ic a l  M a n a g e r 
A m e r ic a n  I n s t i t u t e  o f  CPAs 
P e e r  R e v ie w  P ro g ra m  
H a r b o r s id e  F i n a n c ia l  C e n te r  
201  P la z a  T h re e
J e r s e y  C i t y ,  N J 0 7 3 1 1 -3 8 8 1
M r. B r a s e l l :
I  am i n  f a v o r  o f  a l l  T h re e  S p e c i f i c  Is s u e s  a s  s t a t e d  i n  t h e  E x p o s u re  
D r a f t  "P ro p o s e d  A IC P A  S ta n d a rd s  f o r  P e r fo r m in g  a n d  R e p o r t in g  o n  P e e r  
R e v ie w s "  d a te d  J u n e  2 6 , 1 9 9 6 .
S in c e r e ly ,
D a v id  R . H a m i l to n
Me a d o r s . Wall &  G o . . P .C .
CERTIFIED PUBLIC ACCO UNTANTS
MEM BERS OF 
AMERICAN INSTITUTE OF 
CERTIFIED PUBLIC ACCOUNTANTS
141 NEW ST R E E T  
M ACON, GEORGIA 3 1 2 0 1 -2 6 0 6
TELEPHONE (9 1 2 , 7 4 3 - 0 3 9 4  
FACSIM ILE (9 1 2 ) 7 4 5 -5 3 6 7
A ugust 21, 1996
M r. Bruce Brasell, Technical M anager
A m erican Institute o f  CPA s
Peer R eview  Program
H arborside F inancial Center
201 P laza Three
Jersey City, N J 07311-3881
D ear M r. Brasell:
I am  in  favor o f  all Three Specific Issues as stated in the Exposure D raft "Proposed 
A IC PA  Standards for Perform ing and reporting on Peer Reviews" dated June 26, 1996.
JA W :jn
Michael G. Adkisson, P.A.
Certified Public Accountant
4121-B Rose Lake Drive 
Charlotte, North Carolina 28217 
(704) 329-0015 
FAX (704) 329-0018
August 21, 1996
Mr. Bruce Brasell, Technical Manager
American Institute of CPAs
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the Exposure Draft "Proposed AICPA 
Standards for Performing and reporting on Peer Reviews" dated June 26, 1996.
Sincerely,
Michael G. Adkisson 
Certified Public Accountant
C O O K E , C A M E R O N  & C O M PA N Y , P.C.
Certified Public Accountants
2211 V IC T O R Y  L A N E  
B IR M IN G H A M , A L A B A M A  35216  
P H O N E  (205) 9 88 -8 8 10  . F A C S IM IL E  (205) 988 -9690  
M A IL IN G  A D D R E S S : P.O. B O X  360336  
B IR M IN G H A M , A L A B A M A  35236
M IC H A E L  W. CO O KE, C.P.A. 
D E N N IS  R. CAM ERO N, C.P.A.
JEFF A. H O PK IN S, C.P.A.
M EM BER S
A M E R IC A N  IN S T IT U T E  OF 
C E R T IF IE D  P U B LIC  AC CO UN TAN TS  
ALAB AM A SO C IETY OF C.P.A.s
A u g u s t  2 1 , 1996
M r. B ru c e  B r a s e l l ,  T e c h n ic a l  M a n a g e r
A m e r ic a n  I n s t i t u t e  o f  CPAS
P e e r  R e v ie w  P ro g ra m
H a r b o r s id e  F i n a n c ia l  C e n te r
201 P la z a  T h re e
J e r s e y  C i t y ,  NJ 0 7 3 1 1 -3 8 8 1
D e a r M r. B r a s e l l :
I  am i n  f a v o r  o f  a l l  T h re e  S p e c i f i c  I s s u e s  a s  s t a t e d  i n  t h e  E x p o s u re  
D r a f t  " P ro p o s e d  A IC P A  S ta n d a rd s  f o r  P e r fo r m in g  and  r e p o r t i n g  o n  P e e r  
R e v ie w s "  d a te d  J u n 3  2 6 , 1 9 9 6 .
S in c e r e l y ,
D e n n is  R . C a m e ro n , CPA
DRC: au
Michael J. Jackson CPA 
Judith W. Howard CPA 
Timothy D. Whatley CPA
Associates
Marley R. McWilliams CPA 
Richard E. Easterling CPA
JACKSON, HOWARD AND WHATLEY, L.L.C.
certified public accountants
A u g u s t  2 2 ,  1 9 9 6
M r. B r u c e  B r a s e l l ,  T e c h n i c a l  M a n a g e r
A m e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s
P e e r  R e v ie w  P r o g r a m
H a r b o r s i d e  F i n a n c i a l  C e n t e r
2 0 1  P l a z a  T h r e e
J e r s e y  C i t y ,  N J  0 7 3 1 1 —3 8 8 1
D e a r  M r. B r a s e l l :
We a r e  i n  f a v o r  o f  a l l  T h r e e  S p e c i f i c  I s s u e s  a s  s t a t e d  i n  t h e  
E x p o s u r e  D r a f t  " P r o p o s e d  A IC PA  S t a n d a r d s  f o r  P e r f o r m i n g  a n d  
r e p o r t i n g  o n  P e e r  R e v ie w s "  d a t e d  J u n e  2 6 ,  1 9 9 6 .
I s s u e  1 T h e  c h a n g e  t o  e l i m i n a t e  t h e  r e s t r i c t i o n  o n  t h e  n u m b e r  o f  
s u c c e s s i v e  r e v i e w s  a  f i r m  o r  t e a m  c a p t a i n  c a n  p e r f o r m  i s  i n  t h e  
b e s t  i n t e r e s t  o f  t h e  p e e r  r e v i e w  p r o g r a m .  A_n o n - s i t e  p e e r  r e v i e w  
i s  d i s r u p t i v e  a n d  c o s t l y  a t  b e s t .  R e q u i r i n g  f i r m s  t o  g o  o u t  a n d  
s e l e c t  a  n ew  r e v i e w  f i r m  i s  a n  u n n e c e s s a r y  b u r d e n .  C e r t i f i e d  
P u b l i c  A c c o u n t i n g  f i r m s  p r o v i d e  s u c c e s s i v e  c e r t i f i e d  a u d i t s  f o r  
c l i e n t s  w i t h o u t  l i m i t s  o n  s u c c e s s i v e  a u d i t s  s o  i t  i s  n o t  
r e a s o n a b l e  t o  r e q u i r e  t h e  r o t a t i o n  o f  p e e r  r e v i e w  t e a m s .  O n c e  w e 
h a v e  s e l e c t e d  a  p e e r  r e v i e w  f i r m  t h a t  p r o v e s  t h e m s e l v e s  
c o m p e t e n t ,  w e d o  n o t  w a n t  t o  i n v e s t  f u r t h e r  t i m e  i n  t h i s  f u n c t i o n  
a n d  w e d o  n o t  w a n t  t h e  r i s k  o f  e n g a g i n g  a  n ew  f i r m  t h a t  m ay  n o t  
p r o v e  t o  b e  c o m p e t e n t .
I s s u e  2 We b e l i e v e  t h a t  o n - s i t e  v e r s e  o f f - s i t e  r e v i e w  p o p u l a t i o n  
s e l e c t i o n  p r o c e d u r e s  s h o u l d  b e  t h e  s a m e .  T h e r e  i s  n o  
j u s t i f i c a t i o n  f o r  a  d i f f e r e n c e  t h a t  w e c a n  s e e .
I s s u e  3 I f  a  f i r m  p e r f o r m s  a n y  e n g a g e m e n t s  c o v e r e d  b y  SA S, t h e  
o n - s i t e  p e e r  r e v i e w  r e q u i r e m e n t  s h o u l d  a p p l y .  A f i r m  s h o u l d  
e l e c t  t o  p r o v i d e  a u d i t i n g  p r o c e d u r e s  o r  n o t .  An i n  b e t w e e n  
s t a t u s  i s  n o t  i n  t h e  b e s t  i n t e r e s t  o f  t h e  p r o f e s s i o n .
S i n c e r e l y ,
M i c h a e l  J .  J a c k s o n ,  CPA 
M a n a g in g  P a r t n e r
729 Chestnut Street • Vestavia, Alabama 35216 • (205) 822-2352 • FAX 822-6874
AUGUST 8 ,  1996
M r. B ru c e  B r a s e l l ,  T e c h n ic a l  M a n a g e r 
A m e r ic a n  I n s t i t u t e  o f  CPAS 
P e e r  R e v ie w  P ro g ra m  
H a r b o r s id e  F i n a n c i a l  C e n te r  
201 P la z a  T h re e
J e r s e y  C i t y ,  NJ 0 7 3 1 1 -3 8 8 1
D e a r M r .  B r a s e l l :
I  am i n  f a v o r  o f  a l l  T h re e  S p e c i f i c  I s s u e s  a s  s t a t e d  i n  t h e  
E x p o s u re  D r a f t  " P ro p o s e d  A IC P A  S ta n d a rd s  f o r  P e r f o r m in g  a n d  
r e p o r t i n g  o n  P e e r  R e v ie w s ”  d a te d  J u n e  2 6 ,  1 9 9 6 .
S in c e r e l y ,
SPECIFIC ISSUES FOR COMMENT
Although comments are requested on all aspects of this exposure draft, comments are specifically 
requested on the following issues:
ISSUE 1: REVIEWER SERVICE ON SUCCESSIVE REVIEWS
Paragraph 19 of the Standards currently in effect prohibit a team captain from  serving in such 
capacity on more than tw o  successive reviews of the same firm . The A ICPA Peer Review Board 
(the Board) discussed revising this restriction to allow an individual or firm  to  perform three 
successive reviews on the same firm , thus, though allowing more occurrences, making the 
restriction applicable to  the firm  as a whole, as well as the individual serving in the capacity of 
team captain. Upon further deliberation, the Board decided to remove the restriction altogether and 
place the responsibility fo r determining when, and if, it  is appropriate to rotate reviewers in the 
hands o f the reviewed firm  itself. As a result, the exposure draf t does not restrict the number of 
successive reviews a firm  or individual can perform.
Do you believe a restriction should be placed on the number o f successive reviews an individual 
or firm  can perform on the same firm? If yes, what should tha t restriction be?
ISSUE 2: YEAR-END SELECTION ON OFF-SITE PEER REVIEWS
Paragraph 57 o f this exposure d ra ft would eliminate the different methods tha t currently exist 
between on-site and off-site peer reviews for determining which engagements to  include in the 
population fo r the year under review. Under the Standards currently in effect, the population for 
an off-site peer review includes all engagements w ith reports issued during the year under review. 
In contrast, for an on-site peer review the population includes all engagements w ith  periods ending 
during the year under review. The exposure draft would require an off-site peer review to use the 
same method as an on-site peer review ; In other words, all engagements w ith  periods ending 
during the year under review would be included in the population, rather than engagements w ith  
reports issued during the year under review.
Do you believe the criteria for determining which engagements to  include in the population for 
selection during the year under review should be the same for on-site and off-site peer reviews? 
If no, why?
ISSUE 3: AGREED-UPON PROCEDURE ENGAGEMENTS NECESSITATE ON-SITE REVIEWS
As included in th is exposure draft, a firm  that performs any type o f engagements covered by 
Statements on Auditing Standards (SAS) must have an on-site peer review. This means that if the 
only kind of SAS engagements performed by a firm  are engagements to  apply agreed-upon 
procedures under SAS No. 75, Engagements to Apply Agreed-Upon Procedures to Specified 
Elements, Accounts, or Items o f a Financial Statement (AICPA, Professional Standards, vol. 1, AU 
sec. 622), then the firm would be required to  have an on-site peer review.
Do you believe the performance of engagements to apply agreed-upon procedures in accordance 
with SAS No. 75 should mandate an on-site peer review in the absence of any other kind of 
engagements covered by the SASs?
60
EXPO SURE D R A FT
 PROPOSED STANDARDS FOR PERFORMING AND REPORTING ON
  PEER REVIEWS
Name and Affiliation:
Comments; _______
J u n e  2 6 ,  1 9 9 6
C o m m e n t  D a te ;  S e p te m b e r  1 3 ,  1 9 9 6
Neal Edward Cody, Jr., Partner, Crisp Hughes & Co., L.L.P.
Asheville, NC
Issue No. 1: Reviewer Service on Successive Reviews
  Re s p o nse: I  do not believe that the restriction should be placed o n  the number
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of successive reviews an individual or firm can performed on the  
same firm. I concur completely that the reviewed firm should have
         
the responsibility for determining when and if the change is necessary*
I ssue No. 2: Year-End Selection on Off-Site Peer Reviews___________  __________    
Responsed; I agree with the revision which would place the two different methods 
that currently exist between on-site and off-site reviews with the 
one method recommended.   
Issue No. 3: Agreed-Upon Procedure Engagements Necessitate On-Site Reviews
 Response: I believe the performance of engagements to apply agreed-upon procedures 
 in accordance with SAS No. 75 should mandate an on-site peer review.
I feel any engagements performed in accordance with auditing standards 
 should be given consistent treatment.
 
In s t ru c t io n s  f o r  R e s p o n s e  F o rm
 
 T h is  fo rm  m a y  b e  u s e d  f o r  c o m m e n ts  o r  s u g g e s t io n s  re la t in g  t o  a n y  a s p e c t  o f  
t h is  e x p o s u re  d r a f t  t h a t  is  o f  c o n c e rn  o r  in te re s t  t o  y o u .  F o r c o n v e n ie n c e ,  th e  m o s t  s ig n i f i c a n t  p o in t s  
    h a v e  b e e n  id e n t i f ie d  in  th e  s u m m a ry  th a t  a c c o m p a n ie s  t h is  e x p o s u re  d r a f t .
R e tu rn  th is  re s p o n s e  fo r m  t o  th e  a d d re s s  in d ic a te d  o n  th e  re v e rs e  s id e  b y  t h e  c o m m e n t  d a te .
EXPOSURE DRAFT
PR O PO SED  ST A N D A R D S FOR PERFORMING AND REPORTING ON
PEER REVIEWS
Name and Affiliation:
Comments:
June 2 6 , 1 9 9 6
C om m ent D ate: Septem ber 1 3 , 1 9 9 6
6 1  
Instructions for Response Form
This form  m ay be used for comments or suggestions relating to  any aspect of
this exposure draft th a t is of concern or interest to  you. For convenience, the most significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form  to  the address indicated on the reverse side by the com m ent date.
6 2
EXPOSURE DRAFT
PR O PO SED  STA N D A R D S FOR PERFORMING AND REPORTING ON
PEER REVIEWS
June 2 6 , 1 9 9 6
C om m ent D ate: Septem ber 1 3 , 1 9 9 6
Name and Affiliation: 
Comments: ________
Instructions for Response Form
This form  m ay be used for comments or suggestions relating to  any aspect of
this exposure draft that is of concern or interest to  you. For convenience, the most significant points
have been identified in the summary that accompanies this exposure draft.
Return this response form to  the address indicated on the reverse side by the com m ent date.
M a r s h a l l , J o n e s  &  C o .
A  P R O F E S S IO N A L  C O R P O R A TIO N  
C E R T IF IE D  P U B L IC  ACCOUNTANTS
2 6  L e n o x  P o i n t e . N .E .  
A t l a n t a , G e o r g i a  3 0 3 2 4
T e l e p h o n e  ( 4 0 4 )  2 3 1 -2 0 0 1 F a c s i m i l e  ( 4 0 4 )  2 3 1 -0 1 2 7
August 23, 1996
Mr. R. Bruce Brasell
Technical Manager, Peer Review Program 
American Institute of CPAs 
Harborside Financial Center 
201 Plaza Three 
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
This letter is in response to your request for comments on the exposure draft o f the proposed 
revised Standards f o r  P e rfo rm ing  Peer Reviews.
Our firm has been a member of the Private Companies Practice Section since 1987. 
Beginning in 1990, we started performing quality and peer reviews. Since 1990, we have 
performed over 200 quality and peer reviews in nine states. I have been the team captain on 
all o f those reviews. From 1990 through 1995 I served on the Review Acceptance 
Committee o f the Georgia Society of CPAs. I have twice taught the two-day course on 
performing peer reviews.
I believe the peer review program has enhanced the quality o f our profession. However, I 
also believe the level of quality, particularly in the audit function of many small CPA firms, 
has much room for improvement and I do not believe the peer review program is adequately 
addressing those needs. Thanks to the quality work of a well know third-party provider of 
accounting and auditing guides, most local firms have documentation in place in their audit 
files that would suggest an understanding of current auditing standards. However, I do not 
believe most local firm owners have an adequate understanding of current auditing standards. 
As an example, the average owner of a small firm which has auditing clients would be hard- 
pressed to adequately explain concepts such as: audit risk assessment, control risk 
assessment, sampling procedures, and analytical procedures. If this be the case, then what 
we have done in our profession is neglect the proper control and monitoring mechanisms for 
insuring that audits are performed as reasonably as possible in accordance with professional 
standards. My comments in this regard are well beyond the scope of the intentions of this 
letter, but I feel I should give you some background as to why I believe some serious changes 
are needed in our practice monitoring programs.
M e m b e r  A I C P A  P r i v a t e  Co m p a n i e s  P r a c t i c e  S e c t i o n
I will identify three specific concerns I have relating to review acceptance bodies (RABs) 
and the qualifications and evaluation of reviewers:
Review Acceptance Bodies
I have dealt with the RABs in nine states and the technical staff o f the AICPA 
regarding quality reviews and peer reviews o f the PCPS. Most o f my experiences 
with the AICPA staff have been based on requests from me for technical assistance. 
Although I have requested and received some technical assistance from state society 
committee members and state technical reviewers, most o f my dealing with state 
acceptance committees has been in response to questions raised on specific reviews. 
O f the six southern states in which most of my reviews have been concentrated, I 
have received such extreme variations in the policies, practices, and levels of 
professional competency, that I must conclude there is a tremendous lack of 
consistency in the performance of the state committees. I would be more than happy 
to share several specific experiences which would prove my point, but in the interest 
o f keeping this letter to a reasonable length, I will make specific recommendations 
regarding the exposure draft, that might help improve this situation.
On page 3 4 ,1 believe the last sentence of paragraph 92 should be changed to the 
following:
A majority o f the committee members must also posses the qualifications 
required o f an on-site peer review team captain, and all committee members 
must participate (as a team member or captain) in at least one on-site peer 
review during each year o f his/her committee service.
Qualifications of Reviewers
I think it is extremely important that the team captain and team members on reviews 
be currently active in performing audits. The paragraphs on page 13 of the draft are 
not strong enough to insure that this is accomplished.
To cure this, I would change paragraph 18(d) on page 13 of the exposure draft. I 
believe the last sentence, which is an addition to this paragraph, needs to be changed. 
As the sentence is now worded, a person who supervises one monthly compilation in 
his/her firm, could be qualified to be a member of a review team. I have enclosed 
Exhibit A which is my proposed changes to that paragraph.
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Evaluation of Reviewers
In my experience there is a large amount o f inconsistency in the way in which the 
various state acceptance bodies are monitoring reviewers. Current practices in state 
societies with which I am familiar range from the indiscriminate use o f “problem 
reviewer” letters without any prior notification of problems to the reviewer and 
without any due process whatsoever, to the other extreme wherein some state 
societies are performing virtually no evaluation of reviewers. In the latter case, the 
AICPA oversite of committee functions should be curing this deficiency. In the case 
o f those state societies which are indiscriminately putting reviewers and reviewing 
firms on the problem reviewer list without any due process, I have attached my 
suggested additions and changes to the paragraph on page 33 of the exposure draft, 
as exhibit B.
In the front of the exposure draft there are specific issues wherein comments are specifically 
requested. I would like to respond to issue number 1 only.
I do not believe a restriction should be placed on the number o f successive reviews 
an individual or firm can perform on the same firm. Improving the quality systems 
of reviewed firms is an ongoing process. Reviewer continuity is a tremendous asset 
in this process. The current requirement that disallows team captains to continue to 
perform more than one successive review while allowing the reviewing firm to 
continue without restriction, places a competitive disadvantage on those firms that 
have only one qualified team captain in the firm. To expand the current restriction 
on team captain succession to the firm as a whole, (even though allowing the increase 
o f successive reviews of from two to three) just does not make sense to me. If  a 
reviewing firm and its team captain are independent and competent, allowing them 
both to do successive reviews without restriction should provide the type o f continuity 
that would best assist the process o f improving the quality systems o f the reviewed 
firms.
I would be happy to discuss any of my above recommendations to any interested party.
Sincerely,
Marshall, Jones & Co.
Charles W. Jones
CWJ/lcj
Enclosures
CWJ :corr :aicpa-qr.let
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EXHIBIT A
To be considered currently active in the accounting or auditing function, a reviewer should 
be currently involved in the accounting or auditing practice o f a firm. This would include, 
at a minimum, the following responsibilities:
1. The team captain on an on-site review should annually participate in the 
supervision and review of audit engagements which exceed total professional 
hours of 500 hours annually and must annually supervise and review 
compilation and review engagements.
2. A team member on an on-site review should annually participate in at least 
500 hours of audit engagements and should have annual experience in reviews 
and compilations.
3. A team member of an off-site review should participate in, or supervise, or 
review compilation and review engagements exceeding 500 hours annually.
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EXHIBIT B
... then the committee, depending on the particular circumstances, will contact the 
reviewer, explain the committee’s concerns, and suggest a course o f corrective action. 
The committee will then monitor the reviewer’s future performance on reviews, and 
evaluate the reviewer’s response to the suggested corrective actions. In the rare 
instance where, after a thorough attempt by the committee to assist the reviewer in 
curing his/her deficiencies, the committee should consider the need to impose more 
stringent corrective or monitoring actions on the service of the reviewer.
The committee may require ...
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R. Bruce Brasell
T echnical M anager Peer R eview
Program , A ICPA
H arbor Side Financial C enter
201 P laza  Three
Jersey City, N J 07311-3881
D ear Bruce:
W e are pleased to provide the follow ing com m ents regarding question raised and  issues contained 
in  th e  A ICPA Peer R eview  B oard E xposure D raft entitled  Proposed A ICPA  Standards fo r 
Perform ing and R eporting on  Peer Review s. W ith  respect to  the specific issues for com m ent our 
responses are as follow:
Issue 1: W e do n o t believe that there  should be a restriction on the num ber o f  successive
reviews that an  individual o r firm  can perform  on the sam e firm . The A ICPA  Peer 
Review  Program , including the activities o f  the Peer R eview  C om m ittee o f  the SEC 
Practice Section, offer sufficient oversight o f  the process to elim inate substantially  
all risks o f  any im proprieties that m ight ex ist from  a person perform ing successive 
reviews. W e understand w hy the prohibitions were in place in itially  because o f  the 
newness o f  the program  and the concepts involved, how ever w e th ink the program  
has reached  a  level o f  m aturity  w hich rem oves the necessity for such a  restriction.
Issue 2: W e believe tha t the various program s under the peer review  process should bear as
close a resem blance as possible. M any o f  the  subtle d ifferences and innuendoes 
be tw een  the program s place an  undue burden on the review er, and accordingly, 
except for the  public access to  reports and letters o f  com m ents, w e believe that the  
programs should closely parallel each other in various requirements such as selection 
o f  year ends.
Issue 3: W e agree that an engagem ent to  perform agreed-upon procedures should be  included
w ithin  the scope o f  the peer review  process. W e also believe that the existence o f  
an agreed upon procedures engagem ent should necessitate an on-site review , unless 
the  provisions for an on-site/off-site review  are applicable.
Cherry, Bekaert & Holland, L.L.P.
100 S outh  Elm S tre e t • Suite 500  • G re e n s b o ro , N C  27401-2643 • (910) 274-3000 • Fax (910) 273 -3730  
O ffices T h ro u g h o u t T h e  S outheast • R epresented  In te rna tiona lly  T h rough  S um m it In te rna tiona l Associates, Inc.
R. Bruce Brasell 
A ugust 23, 1996 
Page Two
W ith  respect to  paragraphs 46 through 49 o f  the  proposed standard, we w ould  encourage the peer 
rev iew  board  to  consider issuing guidance relative to  risk based selection o f  engagem ents 
concurren tly  w ith the issuance o f  new  standards. Presently, m any practitioners and m em bers o f  
state  peer review  com m ittees are confused as to  how  to apply such a selection. Perhaps a better 
alternative w ould be som e com bination o f  the present structured selection requirem ents, w ith the 
risk  based  requirem ents covering those types o f  engagem ents not covered by structured selection 
requirem ents.
W e appreciate the opportunity to  provide these comments and should you have questions concerning 
our com m ents, p lease contact either John  C. C om pton or C. C line C om er a t (910) 274-3000. 
V ery truly yours,
John  C. Com pton, CPA 
Partner
JC C :jll
RONALD PAUL FOLTZ
C E R T IF IE D  P U B L IC  A C C O U N T A N T
P.O. BOX 4605
TELEPHONE: MISSOULA, MONTANA 59806 FACSIMILE:
(406) 728-8130 OFFICE AT 120 WEST MAIN (406) 728-0957
August 24, 1996
AICPA
R. Bruce Brasell, Technical Manager
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
EXPOSURE DRAFT
PROPOSED STANDARDS FOR PERFORMING 
AND REPORTING ON PEER REVIEWS
The exposure draft specifically requested comments on the follow ing issues:
ISSUE 1: REVIEWER SERVICE ON SUCCESSIVE REVIEWS
Should restrictions be place on the number of successive reviews on the same firm  an 
individual or firm  can perform?
No restriction should be placed on the number of successive reviews. The Institu te has a 
consistent stance tha t successive audits by the same firm  or individuals does not harm 
independence or objectivity. The Peer Review Board (PRB) should not override th is 
determination and require rotation on peer reviews.
The SEC requires rotation of partners on SEC audits but it makes exceptions for small firm s, 
as should the peer review program if it restricts successive reviews.
ISSUE 2: YEAR-END SELECTION ON OFF-SITE REVIEWS
Should the criteria fo r reviewed engagements be the same fo r both on and off-s ite  reviews?
The criteria should be the same for both on-site and off-site reviews. There are good 
arguments for making the criteria the year in which the report was issued and good arguments 
for making the criteria the period end of the engagements served. I have a slight preference 
for the date-of-report criteria, but either is acceptable and should be consistent.
ISSUE 3: AGREED-UPON PROCEDURE ENGAGEMENTS NECESSITATE ON-SITE REVIEWS
Should SAS No. 75 agreed upon procedures engagements require an on-site peer review?
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There is no discussion of the reasons w hy the PRB believes tha t SAS No. 75 engagements are 
of a nature that would require an on-site review and expression of an opinion on compliance 
w ith  the quality control standards applicable to  such engagements. There should be.
A lthough it is not set-out in the peer review standards, an on-site peer review is generally 
required for services covered by generally accepted auditing standards (GAAS) and an off-site 
review is required for services covered by the standards for accounting and review services 
(SARS).
I believe the guidance in the standards would be improved if it included a section as to  when 
an on-site peer review was necessary and when an off-site peer review was adequate. If my 
understanding as set out above is correct, then requiring an on-site peer review on SAS No. 
75 would be necessary.
SAS No. 75 is an audit standard. Paragraph 5 of SAS No. 75 states tha t the general 
standards of GAAS (qualifications of personnel, independence, due professional care), as well 
as the firs t standard of fie ldw ork (planning and supervision), apply to  engagements performed 
under th is standard. SAS No. 75 includes guidance on the application of the third standard 
of fie ldw ork (evidential matter) and guidance on the reporting standards applicable to  
engagements under this standard.
Consequently, I believe SAS No. 75 engagements should require on-site peer reviews as 
should any attestation engagement where the requirements are similar to  tha t of an audit and 
are covered by standards issued by the Auditing Standards Board.
If the standard contained general guidance on when an on-site or off-site peer review was 
appropriate, the PRB could cover specific SSAE standards in an interpretation.
Paragraph 4 of the exposure draft lim its peer reviews for a ttest services to  only a ttest services 
on Financial Forecasts and Projections; in e ffec t, excluding all other a ttest services from  peer 
review.
The Statements on Quality Control Standards state that:
Accounting and auditing practice refers to  all audit, a ttest, accounting and 
review, and other services for which standards have been established by the 
Auditing Standards Board or Accounting and Review Services Committee.
This defin ition brings all a ttest engagements under the Quality Control Standards (w ith  the 
possible exception of any a ttest standards issued under the sole authority of the Management 
Consulting Services Executive Committee). If the purpose of the Peer Review Program is to  
review compliance w ith  the Quality Control Standards, this lim itation on peer reviews should 
be reconsidered.
If PRB decides to  continue to  exclude m ost a ttest services from peer review, then the revised 
standard should include a clear explanation as to w hy they are excluded.
There may be reasons w hy most attest engagements have been excluded from  peer review:
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(1) Such engagements are of such a low  risk, tha t the PRB believes a blanket exclusions 
is appropriate.
(2) Such engagements comprise such a small portion of any firm 's  audit and accounting 
practice tha t they may be safely excluded
(3) The standards for a ttest services are such tha t there are no reviewable standards
(4) Peer reviewers lack the expertise and tools to  judge compliance w ith  professional 
standards on attest engagements.
I believe a ttest engagements should be included in the peer review program for the fo llow ing 
reasons:
(1) A ttesta tion reports are being issued in a variety of high risk areas, such as reports on 
lotteries, internal controls over gambling, union votes, and an enormous variety of 
compliance engagements on sales volume, sales revenue, profit sharing, royalties, etc. 
The risk of failure to  com ply w ith  professional standards on these a ttest engagements 
would seem to  me to  be very high.
(2) The number of a ttest engagements, while it may be small at present, is almost surely 
to  grow. The profession should try  to  be ahead of the curve in th is area.
Barry Melancon's address at the Peer Review Conference touched on th is area. His 
statem ent tha t the profession should look beyond the audits of historical financial 
statements to  try  to  provide real-time, tailored services to  our clients would seem to  
strongly encourage and predict an increase in attest services. A ttesta tion services are 
the fasted growing area of my practice.
Finally, w ith  the change in Federal compliance audit requirements (i.e., the $300 ,000  
audit threshold), it is probable tha t small CPA firms w ill start providing more a ttest 
services (agreed-upon procedures work) for Federal agencies and State pass-through 
agencies. (See the Questions and Answers to  the Revised Circular A -133). The peer 
review standards should anticipate th is  change.
(3) The attestation standards are similar to  auditing standards (particularly w ith  the recent 
revisions) and a reviewer w ith  knowledge of the attestation standards and experience 
in applying the standards should be able to  form an opinion on compliance w ith  
attestation standards.
(4) A ll a ttest services are covered under the SECPS peer reviews, the A lCPA's Peer 
Review Program should be as similar to  SECPS as is possible.
(5) As noted by Harold Monk at the Peer Review Conference, for many types of attestation 
engagements (e.g., financial compliance assertions), whether or not a particular 
engagement would fall under SAS No. 75 (which is covered by the peer review 
standards) or SSAE No. 3 (which would not be covered), would depend on whether or 
not the practitioner obtained a w ritten  assertion from management.
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COMMENTS ON THE EXPOSURE DRAFT
Para. 19 This paragraph discusses "high risk and complex" engagements. High risk 
engagements are referred to  in other paragraphs (e.g., para. 47) and f it  w ith  the rest 
of the proposed standard.
Complex engagements are not included in the paragraphs on risk assessment. I 
would recommend deleting "and com plex". If complex is not deleted, it  should be 
explained, probably in a footnote.
Para. 22 This one sentence paragraph is extremely long and d ifficu lt to  understand. It should 
be reworded as fo llows.
22. An individual who starts or becomes associated w ith  a new ly formed firm  
(which has not had a peer review) may serve as a team captain or off-s ite  
reviewer during a twelve-m onth transitional period, beginning w ith  the earlier of 
the date of disassociation from the previous firm  or starting of a new firm .
The previous firm  should have received an unqualified report on its most 
recently completed peer review and the individual should have all of the other 
qualifications for an on-site team captain (see paragraph 23) or an off-site 
reviewer (see paragraph 24).
Also, th is  paragraph is essentially an exception to  the requirement in paragraph 18d 
and probably should be re-numbered as paragraph 18e.
Para. 28 The risk described in paragraph 28a deals w ith  the inherent risk tha t the reviewed 
firm 's  engagements w ill fail to  comply w ith  professional standards. It does not 
address peer review risk. The peer review risk would be tha t the scope of the 
review w ill not detect failures to  com ply w ith  professional standards.
Para. 30 Paragraph 30.b.1 should be re-worded. I would suggest the fo llow ing clarification:
Review compliance by the firm  w ith  the review ed firm 's its  quality control 
system. This review should cover all at  each organizational or functional levels 
w ith in  the firm.
Paragraph 30b should include the new requirement in paragraph 77 as part of th is 
listing of how to  perform the review. An additional paragraph 7. should be added 
to  paragraph 30b as fo llows:
7. Review and comment on the firm 's response to  the le tter of com ments, if 
any.
Para. 33 As noted above, the change to  achieve consistency in the engagements covered in 
both on-site and off-s ite  peer reviews should be made. However, th is change, 
together w ith  the acceleration of the due-date for the completion of reviews, can 
pose some problems tha t should be addressed.
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Para. 45
Para. 47
Para. 49
Para. 57
Para. 65
The assessment of peer review risk strongly encourages the selection of initial 
audits. If th is initial audit is not completed by the commencement of the review 
(which could be as soon as tw o  months after the firm 's  peer review year-end), how 
should the reviewer proceed? (There would be no prior engagement to  review if it 
was an initial engagement)
Federal compliance audit requirements provide for a 9 month period to  subm it an 
audit. If the reviewed firm  only has one GAO Standards audit and it is not complete 
by the commencement of the review, w hat should the team captain do - particularly 
if there has been substantial changes in Federal requirements as w ill happen in 
1997?
This paragraph, dealing w ith  other requirements tha t may a ffe c t the review (e.g., 
State board requirements), should be included under basic requirements (probably 
after paragraph 28) and not under Selection of O ffices. Further, it should state tha t 
the administering entity should inform the reviewer o f any additional requirements 
and if it does not, the reviewer should make inquiries.
As discussed above, if industry com plexity is not deleted from paragraph 19, it 
should be considered in risk assessment.
Instead of stating tha t compliance w ith  all the selection criteria may "cause the 
selection of an inappropriate scope of the firm s' accounting and auditing practice", 
I believe it would be better to  say "an excessive number of engagements or hours".
I believe tha t paragraph 57a would be clearer if it stated:
Select one engagement from each area of accounting and review services 
performed by the firm : etc.
I am not sure w hat paragraph 57c means. Does "Ordinarily, at least tw o  
engagement should be selected for review ." mean tha t, in situations where the firm  
has only one owner and the firm  only provides one type of service (e.g., only 
compilations w ithou t disclosure) tha t tw o  engagements should ordinarily be 
selected? Or does it mean tha t normally, instead of the one engagement from  each 
area requirement in paragraph 57a, only a full disclosure report (either review or 
compilation) and a compilation w ithou t disclosures report needs to  be selected? 
This should be clarified.
The final paragraph would be clearer if "and satisfy these requirements" was added 
to  the end of the last sentence.
This paragraph should include guidance as to  w hat the team captain should do w ith  
the letter of response (LOR). For example:
The team captain or reviewer should read the LOR and determine if it is 
responsive to  the findings and recommendations in the le tter of com m ent and 
communicate his/her conclusions to the reviewed firm and the administering 
society. These conclusions by be in w riting or verbal. If verbal, they should be 
documented in the review working papers.
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Para. 72 The wording in th is paragraph could be clearer. I suggest the fo llow ing:
If any of the findings are repeated from  matters included in th e le tter of 
com m ents  w ere included in the prior letter of comments issued in connection 
w ith  th e fi rm 's prior revie w , tha t fact should be noted in the finding description 
of  the m atter. In such situations, the team captain should evaluate the m atter 
t o  determine whether the repeat finding is a result of not the firm  not 
appropriat ely implementing the  corrective action(s) it  s tated it  would in its prior 
le tter  o f response or tha t the underlying cause(s) was incorrectly identified and,  
therefore, th e action taken was inappropriate f or correct ing t he m atte r. In the
latter case, the team captain should discuss the finding m atter in detail w ith  the 
reviewed firm  to  determine the underlying cause weakness in th e f irm 's quality  
cen tra l system tha t is causing the m atter to  occur.
Heading (before paragraph 78) This should read ADMINISTRATION OF REVIEWS. The 
heading, QUALIFICATIONS OF COMMITTEE MEMBERS, and paragraph 92 should 
fo llow  paragraph 78. The heading, ACCEPTANCE OF REVIEWS, should precede 
paragraph 79.
Para. 79 Paragraph 79d is confusing, partly because of the use of monitoring here as 
compared to  "m onitoring" in SQCS No. 3. I suggest the fo llow ing changes:
d. It should monitor any such additional corrective actions imposed under c. above 
t he c orrect ive ac tions implemented by t he rev iew ed firm . Examples include o f 
monitoring-pfoeodufos-aro requiring the firm  to subm it inform ation on concerning 
continuing professional education obtained by firm  personnel, requiring reports 
on the reviewed firm 's  monitoring of its  practice inspect ion reports , or reports 
on by another CPA engaged to  perform preissuance reviews or reports on o f 
f inancial statements and -reports .  Revisits by team captains revisits and 
accelerated peer reviews are other examples of m onitoring procedures.
Para. 81 I believe tha t the understanding of the actions required of the adm inistrative en tity  
would be clearer if th is paragraph was changed as fo llows:
81. If, a fte r consideration of items 79a through 79d above, the com mittee 
concludes no additional corrective actions are deemed necessary, the com mittee w ill 
accept the report and so notify  the reviewed firm . Subsequent peer reviews monitor 
a firm 's  voluntary corrective actions.
If additional actions by the review firm or i f  additional monitoring procedures are 
deemed necessary, the firm  w ill be required to  evidence its agreement in w riting 
before the report is accepted.
Para. 87 This paragraph (which deals w ith  corrective or monitoring actions imposed on a 
reviewer) would be more easily understood if it read as fo llows:
In such situa tions w here th ese When corrective or monitoring action(s) are 
imposed, the state CPA society w ill inform the AICPA Peer Review Board, which 
may ra tify  the action(s) to  be recognized by other administering entities and in 
the SEC Practice Section peer review program.
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Para. 90 The firs t sentence, which states tha t corrective or monitoring actions can only be 
appealed to  the com mittee tha t imposed the actions, is very unclear and seems to 
be a very unusual due process arrangement. I assume m ost State societies have 
there own appeal procedures, does this override them?
Para. 92  This paragraph would be clearer if it was changed as fo llows:
92 Each member of a com mittee charged w ith  the responsibility of reviews should 
meet the requirements o f a reviewer described in paragraph 18 and be
a.  Currently active in public practice at a supervisory level in th e accounting or
audit ing func tion of a f irm enrolled in an approved prac t ice  monitoring
program as an ow ner  o f th e f irm or as a manager or person w ith  equivalent
supervisory responsibilit ies.
b .  Associated w ith  a firm  tha t has received an unqualified report on its  most 
recently completed peer review.
A m ajority of the com mittee members m ust should also possess the 
qualifications required of an on-site peer review team captain described in 
paragraph 23.
APPENDIX B
Para. 3 I believe the fo llow ing guidance should be added after the firs t sentence (which 
discusses isolated errors). In such circumstances, the team captain should satisfy 
him/herself tha t the error is isolated by reviewing other engagements, expanding 
scope, or other means.
APPENDIX C, ETC.
The PRB should consider deleting "Peer Review Board" from the firs t paragraph of the 
example reports. In all audit, review, and compilation reports, the reference is to  
standards established by the AICPA and does not include a qualifier, such as "Auditing 
Standards Board". Also, the last paragraph of this report refers to  quality control 
standards established by the AICPA w ithout a qualifier.
If the PRB decides to  include attestation engagements in the peer review, the second 
and third paragraphs should be amended accordingly.
APPENDIX G & I
The scope of the w ork on off-site reviews is similar to  that of lim ited scope audits or 
agreed upon procedures a ttest engagements. Consequently, it  seems to  me tha t the 
classification of these reviews between qualified and adverse is not meaningful.
Such classifications indicate tha t the reviewer came to  some sort of conclusion as to  
the reviewed firm 's  quality control system. The standard and the second paragraph of 
the off-site report says tha t the reviewer did not do enough w ork to  form  an opinion.
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The wording in the "adverse report" is really a review where the expression of even 
lim ited assurance in the concluding paragraph of the off-site review report is not 
appropriate (because all of the submitted reports were misleading). Consequently, a 
more appropriate classification would be reports where the expression of lim ited 
assurance was appropriate and where the expression of lim ited assurance was not 
appropriate.
Based on the wording of the reports in Appendix I, a qualified report is one where some 
of the reports subm itted are misleading. Adverse reports are only appropriate when all 
of the reports subm itted are misleading. Otherwise, the concluding paragraph on an 
adverse report (page 56) is not accurate; it says "w e  do not believe th a t the...reports 
subm itted fo r review ...conform  w ith  the requirements o f professional standards in all 
material respects."
The guidance should be changed to  state tha t if the departures from professional 
standards in the reports submitted are so misleading tha t the expression of lim ited 
assurance is not appropriate, then the "lim ited assurance" statem ent should be 
om itted.
If the PRB believes tha t limited assurance should not be expressed even if some of the 
submitted reports are not misleading, then the wording in the concluding paragraph in 
the example adverse report should be changed.
If you have any questions, please feel free to  give me a call.
Sincerely
Ronald Paul Foltz
Chairman, Peer Review Committee 
Montana Society of CPA's
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D ear M r. Brasell:
I t  w as recently brought to  my attention that there has been a requirement to  alternate the team  
captain on  peer reviews after tw o  reviews. This was a surprise to  me. It is not consistent with the 
requirem ents for an audit.
O ur firm m ade a considerable investment in time in searching for a reviewer w ho w ould be 
the  m ost know ledgeable w e could find in helping us find areas w e could im prove in as it relates to 
our practice. There are many good reviewers, but we wanted the best one for our firm. W e found 
that reviewer. H e is very know ledgeable and very free w ith constructive and very helpful criticism 
and advice.
N ow  w e are told that w e m ight be expected to  m ake the search all over again. W e feel that 
will be tim e consum ing and pointless. H ow  w ould we feel if  one o f  our audit clients w as told they 
had to  change auditors for no reason in evidence? W ould there be a presum ption that som ehow  we 
are not as objective as auditors on our third audit? W e feel that the opposite is true. I f  anything, w e 
a re  better auditors after m ore experience w ith the client, and know  better how  to  m ake 
recom m endations for im provem ent to  them. W e feel that the same is true w ith our peer review.
W e feel that there  is adequate and appropriate peer review  technical review, com m ittee 
review , and oversight to  insure the objectivity o f  peer reviewers. This should not be a m eans o f  
making all o f  us pay so that som e state society can have an easier job  o f  m oving problem  reviewers 
around. There are other ways to  deal w ith problem  reviewers rather than m ove them  around. They 
should be dealt w ith forcefully and directly, and not in this round about manner.
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This is less o f  a  problem  for larger firms because they can still use the  sam e firm to  do their 
review, and just have a different person from  that firm be the team  captain. W e smaller firms do not 
have that option w hen w e have a small firm w ith only one peer review er do ou r review. This is not 
fair.
This m andatory third review  rotation deals with no problem  in evidence o r w ith any public 
perception issue. It is based on a theoretical concern which does not have a foundation in fact, and 
is to tally  inconsistent w ith  all o f  our o ther standards.
T he A IC P A  P ee r Review  B oard is m eant to  be representative o f  CPA s in practice. Any 
d iscussion  o f  this issue in a public forum  results in CPAs alm ost unanim ously in favor o f  allowing 
firms to  m ake the choice o f  ro ta tion  them selves, ju st as our audit clients have a choice.
W e are concerned that the  B oard might get a biased sample o f  responses to  the  proposal. 
M any, and probably m ost, CPA s are not even aw are o f  the  proposal, so they will not com m ent on 
it, even though it is clear that an overwhelming m ajority want the freedom  to  m ake their ow n choice. 
A lso, m ost o f  those aw are o f  the  proposal to  eliminate the requirem ent for ro tation  agree that it 
should be eliminated because it makes so much sense to eliminate it. Because o f  this they assum e that 
it will be eliminated and don’t feel any need to  m ake a comment. The result could be that the B oard 
receives a  biased response from  an unrepresentative minority. W e assum e that the B oard will heed 
this concern.
The vast majority o f  us make no comment on proposals w e are in to ta l agreem ent with. This 
is such a case.
Just as audit clients will on their own, change auditors from to  time, CPA  firms can and do 
change reviewers. They should not be told bureaucratically when to  do so. That w ould not be 
representative o f  CPA s in practice.
B ecause  o f  the  above reasons, the  m andatory ro tation should be eliminated for non-SEC
firms.
V ery truly yours,
G R E G O R Y  N. LEW IS, CPA 
o f  E L L IO T T , L E W IS, L IEB E R  & STU M PF, INC.
California
Society
Certified
Public
Accountants
Peer
Review
Program
A ugust 29, 1996
P eer R eview  B oard
R. B ruce Brasell, Technical M anager
P eer Review  Program
Am erican Institu te o f  Certified Public A ccountants
H arborside Financial Center
201 P laza Three
Jersey City, N J  07311-3881
D ear B oard M embers:
The Peer Review  Com m ittee o f  the California Society o f  Certified Public A ccountants has 
discussed the  exposure draft o f  the  P roposed  AIC PA Standards f o r  P erform ing  a n d  
R eporting  on  P eer Review s, dated June 26, 1996. The following are our comments.
Special Issues for Comment
Issue  1 : Review er Service on Successive Reviews
W e support this change for the following reasons:
• I f  paragraphs 11 and 12 are m et rotation is not needed. There should no t be 
ro tation  for ro tation  sake.
• W e tell clients they do no t need to  ro tate auditors. It appears contradictory to  tell 
firms they need to  ro tate  reviewers.
• Som e have suggested this is a good  way to  ferret ou t problem  reviewers. 
H ow ever, there are m ore effective ways o f  accomplishing this, that do not use 
standards for purposes fo r which they w ere not intended.
• I f  there  is g reat opposition to  this change, w e w ould suggest changing to  the SEC 
peer review  rule. Firms w ould be required to  change team  captains after three 
successive reviews.
Issue  2 : Y ear-end Selection o f  Off-site Peer Reviews
The com m ittee unanimously supports this change.
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Issue 3: A greed-upon Procedure Engagem ents N ecessitate On-site Reviews
The com m ittee unanim ously supports this change.
A d d itio na l Comments
The w ord “m ust” has been changed to  “should” throughout the  docum ent. The 
com m ittee suggests that the board carefully review these changes and w here the  term  
“m ust” w ould be m ore appropriate then the change should not be made. Exam ples w ould 
be:
Paragraph 12. “ ...individuals who participate in the peer review  should must be 
free from  any obligation to  o r interest in the reviewed firm ...”
Paragraph 18. “ ...an individual serving as a reviewer should must be a m em ber o f  
the A IC PA  licensed to  practice as a certified public accountant....”
W e w ould like to  suggest that these changes have an effective date o f  April 1, 1997. This 
will allow the  Peer Review  B oard and the AICPA staff m ore tim e for proper 
com m unication and supporting guidance for the reviewers and the firms.
Paragraph 23 no longer specifically states that a governm ent audit m ust be selected. It 
appears to  indicate such specific requirem ents w ould be covered in an interpretation. W e 
think it is im portant that such interpretations be issued contem poraneously w ith the 
standards. The com m ittee also suggests that it would be appropriate to  periodically issue 
risk alerts.
W e appreciate the opportunity  to  respond and will be happy to  clarify any o f  the points 
raised.
Sincerely,
R eed Cow an, Chair 
Peer Review  Com m ittee
cc: M ichael G. U eltzen, President
Jam es R. K urtz, Executive D irector
HOCKER, CARTER & FITZJARRALD
C e r t i f i e d  P u b l i c  A c c o u n t a n t s  
1 4 3  W e s t  C h e s t n u t  S t r e e t
C a n t o n ,  IL  6 1 5 2 0
3 0 9 / 6 4 7 - 0 6 8 9  
FAX 3 0 9 / 6 4 7 - 0 0 4 7
A u g u s t  2 9 ,  1 9 9 6
C o m m e n ts  r e g a r d i n g  t h e  p r o p o s e d  A IC PA  S t a n d a r d s  f o r  P e r f o r m i n g  a n d  
R e p o r t i n g  o n  P e e r  R e v i e w s :
REVIEWER SERVICE ON SUCCESSIVE REVIEWS
I  d o  n o t  b e l i e v e  a  r e s t r i c t i o n  s h o u l d  b e  p l a c e d  o n  t h e  n u m b e r  o f  
s u c c e s s i v e  r e v i e w s  a n  i n d i v i d u a l  o r  f i r m  c a n  p e r f o r m  o n  t h e  s a m e  
f i r m .  T h i s  d e c i s i o n  s h o u l d  b e  l e f t  t o  t h e  f i r m  b e i n g  r e v i e w e d .
O u r  c u r r e n t  a u d i t i n g  s t a n d a r d s  d o  n o t  r e q u i r e  s u c h  r o t a t i o n .  I n  
f a c t ,  w h e n  l a r g e  SEC c o m p a n i e s  c h a n g e  a u d i t o r s ,  q u e s t i o n s  a r i s e  
r e g a r d i n g  " s t a n d a r d s  s h o p p i n g "  o r  so m e  o t h e r  p r o b l e m .  R e q u i r i n g  
r o t a t i o n  o f  p e e r  r e v i e w e r s  s e e m s  e x t r e m e  w h e n  c o m p a r e d  t o  t h e  
a u d i t i n g  s t a n d a r d s .  I n  a d d i t i o n ,  p e e r  r e v i e w s  a r e  p e r f o r m e d  o n l y  
o n c e  i n  t h r e e  y e a r s  w h i c h  w o u l d  s e e m  t o  r e d u c e  t h e i r  s u s c e p t i b i l i t y  
t o  i n d e p e n d e n c e  p r o b l e m s  d u e  t o  l i m i t e d  c o n t a c t  w i t h  t h e  c l i e n t .
P e e r  r e v i e w i n g  i s  a  s m a l l  p o r t i o n  o f  o u r  o v e r a l l  p r a c t i c e .  We h a v e  
n o  i n c e n t i v e  t o  b e  a n y t h i n g  o t h e r  t h a n  i n d e p e n d e n t  i n  o u r  r e v i e w e r  
s t a t e  o f  m in d .  A f t e r  s e r v i n g  o n  o u r  s t a t e ' s  p e e r  r e v i e w  c o m m i t t e e  
a n d  a c t u a l l y  p e r f o r m i n g  t e c h n i c a l  r e v i e w s  o f  o t h e r  r e v i e w e r s ,  I  
k n o w  t h a t  so m e  r e v i e w e r s  a r e  b e t t e r  t h a n  o t h e r s . I  b e l i e v e  t h a t  t h e  
r o t a t i o n  r u l e  o n l y  d i s c o u r a g e s  so m e  g o o d  r e v i e w e r s  a t  s m a l l  f i r m s  
f r o m  p e r f o r m i n g  r e v i e w s .  H a v i n g  t o  c o n s t a n t l y  w o r k  w i t h  n e w , 
u n f a m i l i a r  f i r m s  c a n  d i s c o u r a g e  a  r e v i e w e r ,  e s p e c i a l l y  a f t e r  a  f e w  
q u a l i f i e d  o r  a d v e r s e  r e v i e w  s i t u a t i o n s .  M any g o o d  p o t e n t i a l  
r e v i e w e r s  f r o m  s m a l l  f i r m s  a l r e a d y  h a v e  b u s y ,  e s t a b l i s h e d
p r a c t i c e s .  T h e  r o t a t i o n  r u l e  d i s c o u r a g e s  t h e s e  f i r m s  f r o m
p a r t i c i p a t i n g  a s  r e v i e w e r s .  H a v in g  a  b a s e  o f  f a m i l i a r  c l i e n t s ,  
w h i l e  a l s o  t a k i n g  o n  a n  o c c a s i o n a l  n ew  o n e ,  s e e m s  t o  b e  a  
r e a s o n a b l e  e x p e c t a t i o n  o f  r e v i e w e r s .
I t  h a s  a l s o  b e e n  my e x p e r i e n c e  t h a t  a  q u a l i f i e d  r e v i e w  o r  l o n g  
l e t t e r  o f  c o m m e n ts  d o e s  n o t  a l i e n a t e  t h e  r e v i e w e d  f i r m .  I f  w e h a v e  
d o n e  a  g o o d  j o b ,  t h e  r e v i e w e d  f i r m  w i l l  t a k e  o u r  r e c o m m e n d a t i o n s  
a n d  w a n t  u s  t o  c o m e  b a c k  t o  d e m o n s t r a t e  t h e i r  p r o g r e s s  a n d  s e e k  
a d d i t i o n a l  h e l p .  M o s t  f i r m s  w a n t  t o  im p r o v e  a n d  l o o k  t o  t h e  
r e v i e w e r  a s  a n  i m p o r t a n t  s o u r c e  o f  a s s i s t a n c e .  I f  t h e  r e v i e w e r  h a s  
n o t  d o n e  a  g o o d  j o b ,  c h a n c e s  a r e  t h e y  w i l l  n o t  b e  a s k e d  t o  r e t u r n .
Illinois has been a leader i n  developing the evaluation process for 
the peer reviewer's work. This evaluation process is more important
t h a n  a n  a r b i t r a r y  r o t a t i o n  r u l e  a n d  i t  p r o v i d e s  t h e  n e c e s s a r y  
s a f e g u a r d  f o r  d e t e r m i n i n g  t h a t  r e v i e w s  a r e  p r o p e r l y  p e r f o r m e d .  
YEAR-END SELECTIO N  ON REVIEWS
Y e a r - e n d  s e l e c t i o n  s h o u l d  b e  t h e  sa m e  f o r  b o t h  t y p e s  o f  r e v ie w s .  
H o w e v e r ,  c o n s i d e r a t i o n  s h o u l d  b e  g i v e n  t o  u s i n g  t h e  i s s u e  d a t e  
i n s t e a d  o f  t h e  p e r i o d  e n d i n g  d a t e .  T h e  r e v i e w  r e p o r t  r e f e r s  t o  t h e  
s y s t e m  i n  e f f e c t  d u r i n g  t h e  p a r t i c u l a r  y e a r  o f  t h e  f i r m  a n d  d o e s  
n o t  r e f e r  t o  c l i e n t  y e a r - e n d s .  S u p p o s e  a  r e v i e w  i s  p e r f o r m e d  f o r  a  
f i r m  t h a t  h a s  o n e  E R IS A  c l i e n t  b u t ,  d u e  t o  t h e  d e l a y e d  d u e  d a t e  o f  
t h e  a u d i t  r e p o r t ,  t h e  m o s t  r e c e n t  y e a r - e n d  a u d i t  o f  t h e  c l i e n t  
f a l l s  b e f o r e  t h e  r e v i e w  y e a r  b e g i n n i n g  d a t e ,  b u t  t h e  w o r k  w a s  
p e r f o r m e d  d u r i n g  t h e  r e v i e w  y e a r .  W o u ld  y o u  i g n o r e  t h e  E R IS A  a u d i t  
i n  y o u r  s e l e c t i o n ?  U s i n g  t h e  i s s u e  d a t e  r e s u l t s  o n l y  i n  t h e  
s e l e c t i o n  o f  w o r k  p e r f o r m e d  d u r i n g  t h e  r e v i e w  y e a r  a n d  d o e s  n o t  
e x c l u d e  a  c l i e n t  w i t h  a  d e l a y e d  i s s u e  d a t e .
AGREED-UPON PROCEDURE ENGAGEMENTS
A g r e e d - u p o n  p r o c e d u r e  e n g a g e m e n t s  s h o u l d  b e  t r e a t e d  t h e  s a m e  a s  
a u d i t s .  R e v i e w i n g  t h e  d o c u m e n t a t i o n  o f  t h e  a t t e s t  f u n c t i o n  i s  a  
n e c e s s a r y  p r o c e d u r e .
I  h o p e  y o u  f i n d  t h e s e  c o m m e n ts  u s e f u l .
S i n c e r e l y
P a r t n e r
Goff & Hurd, P.A.
M A R K  T. GOFF, CPA 
FRED A. HURD, JR., CPA 
JOSEPH C. FINLEY, CPA
CERTIFIED PUBLIC ACCOUNTANTS 
910 GARDENGATE CIRCLE 
PENSACOLA, FLORIDA 32501-8629 MEMBERS AM ERICAN INSTITUTE OF CPAs 
PRIVATE COMPANIES PRACTICE SECTION
A u g u s t  2 9 ,  1 9 9 6
M r. R . B r u c e  B r a s e l l
T e c h n i c a l  M a n a g e r
P e e r  R e v ie w  P r o g r a m
A IC PA
H a r b o r s i d e  F i n a n c i a l  C e n t e r
2 0 1  P l a z a  3
J e r s e y  C i t y ,  N J  0 7 3 1 1 - 3 8 8 1
D e a r  M r. B r a s e l l :
T h i s  l e t t e r  i s  i n  r e s p o n s e  t o  t h e  p r o p o s e d  A IC PA  S t a n d a r d s  f o r  
P e r f o r m i n g  a n d  R e p o r t i n g  o n  P e e r  R e v i e w s .
A s t o  I s s u e  # 1 ,  R e v i e w e r  S e r v i c e  o n  S u c c e s s i v e  R e v i e w s ,  w e b e l i e v e  
t h a t  t h e r e  s h o u l d  n o t  b e  a  r e s t r i c t i o n  p l a c e d  o n  t h e  n u m b e r  o f  
s u c c e s s i v e  r e v i e w s  a n  i n d i v i d u a l  o r  f i r m  c a n  p e r f o r m  o n  t h e  sa m e  
f i r m .  T o  i m p o s e  s u c h  a  r e s t r i c t i o n  o n  P e e r  R e v ie w s  w o u l d  s u g g e s t  
t h a t  a  CPA c o u l d  n o t  m a i n t a i n  o b j e c t i v i t y  o n  a n  a u d i t  e n g a g e m e n t  
f o r  m o r e  t h a n  a  s t a t e d  n u m b e r  o f  t i m e s .
A s t o  I s s u e s  # 2  a n d  # 3 ,  we a r e  i n  a g r e e m e n t  w i t h  b o t h  o f  t h o s e  
i s s u e s .
We a r e  o p p o s e d  t o  t h e  r e q u i r e m e n t  i n  p a r a g r a p h  1 8 c ,  Q u a l i f i c a t i o n s  
F o r  S e r v i c e  a s  a  R e v i e w e r .  We t h i n k  t h a t  t h e  f i v e  y e a r  e x p e r i e n c e  
r e q u i r e m e n t  i s  e x c e s s i v e .  T h e  q u a l i f i c a t i o n s  m i g h t  b e  c h a n g e d  t o  
a t  l e a s t  tw o  o r  t h r e e  y e a r s  o f  a u d i t  a n d  a c c o u n t i n g  e x p e r i e n c e  a n d  
r e q u i r e  r e v i e w e r  t r a i n i n g  s u c h  a s  i s  c u r r e n t l y  r e q u i r e d  f o r  t e a m  
c a p t a i n s . F o o t n o t e  5 c a u t i o n s  r e v i e w e r s  t h a t  t h e i r  e x p e r i e n c e  
s h o u l d  a d d r e s s  t h e  e n g a g e m e n t s  r e v i e w e d .  T h a t  n o t e  p l a c e s  t h e  
b u r d e n  o f  c o m p e t e n c e  o n  t h e  r e v i e w e r .
We a g r e e  w i t h  t h e  a d d i t i o n  t o  p a r a g r a p h  65  r e q u i r i n g  t h e  r e v i e w e d  
f i r m  t o  s u b m i t  i t s  r e s p o n s e  t o  t h e  t e a m  c a p t a i n  f o r  r e v i e w  a n d  
c o m m e n t .
S i n c e r e l y  y o u r s
F r e d  A . H u r d ,  J r . ,  CPA.
P.O .BO X 11211 • 32524-1211 • TELEPHONE: (904)479-5900 • FA C S IM ILE (904)479-2737
Peer R eview  Program
American Institute of Certified Public Accountants 
Administered by the
Connecticut Society of CPAs
August 27, 1996
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
RE: Exposure Draft on Proposed AICPA Standards for Performing and Reporting on Peer 
Reviews
Dear Mr. Brasell:
Set forth below  are com m ents on the exposure draft subm itted by the Peer Review  Com m ittee o f  
the Connecticut Society o f  Certified Public Accountants. The com m ents reflect the opinions o f  
the  membership o f  the  Peer R eview  Com m ittee and does not reflect the opinions o f  the  entire 
membership o f  the Society.
ISSUE 1 - REVIEWER SERVICE ON SUCCESSIVE REVIEWS
Paragraph 19 o f  the Standards currently in effect prohibit a  team  captain from  serving in such 
capacity on m ore than  tw o successive review s o f  the same firm. The A IC PA  P eer R eview  B oard  
(the B oard) discussed revising this restriction to  allow an individual o r firm to  perform  three 
successive reviews on the sam e firm, thus, though allowing m ore occurrences, m aking the 
restriction applicable to  the firm  as a whole, as well as the  individual serving in the capacity o f  
team  captain. U pon further deliberation, the B oard  decided to  rem ove the restriction altogether 
and place the  responsibility fo r determining when, and if, it is appropriate to  ro ta te  review ers in 
the hands o f  the reviewed firm itself. As a result, the exposure draft does no t restrict the  num ber 
o f  successive reviews a firm o r individual can perform.
D o you believe a restriction should be placed on  the num ber o f  successive reviews an individual 
o r firm can perform  on  the sam e firm? I f  yes, w hat should that restriction be?
RESPONSE TO ISSUE 1
W e as a profession m ust do everything in our pow er to  dem onstrate that se lf regulation is 
functioning and is effective. Increasing the num ber o f  reviews an individual o r firm can do does 
not assist in acheiving these goals. The perception o f  independence and objectivity is amplified by 
the m ere fact that w e are self regulating. The peer review process m ust be pristine w ithout 
exception.
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O f primary concern is that relationships betw een the reviewed firm and the review er will develop 
through successive reviews. W e as a com m ittee have no evidence o f  this occurring, nor do w e 
desire to  have it ever be at issue. The maximum num ber o f  reviews that should be allowed either 
by an individual or firm should be tw o.
ISSUE 2 - YEAR-END SELECTION ON OFF-SITE PEER REVIEWS
Paragraph 57 o f  this exposure draft w ould eliminate the different m ethods that currently exist 
betw een on-site and off-site reviews for determining which engagem ents to  include in the 
population for the year under review. U nder the Standards currently in effect, the population for 
an off-site peer review  includes all engagem ents w ith reports issued during the year under review. 
In  contrast, for an on-site peer review  the population includes all engagem ents w ith periods 
ending during the year under review. The exposure draft w ould require an off-site peer review  to 
use the same m ethod as an on-site peer review; In  other w ords, all engagem ents w ith periods 
ending during the year under review  w ould be included in the population, rather than 
engagem ents w ith reports issued during the year under review.
D o you believe the criteria for determ ining which engagem ents to  include in the population for 
selection during the year under review  should be the same for on-site and off-site peer reviews? I f  
no, why?
RESPONSE TO ISSUE 2
W e agree w ith the proposed change to  conform  selection m ethods for on-site and off-site peer 
reviews w ith one m odification from  the exposure draft. W e believe the on-site reviews should 
adopt the m ethod currently used by the  off-site reviews. R eporting is the basis on which firms are 
evaluated. H ow  firms report on inappropriate accounting treatm ent or lack o f  financial statem ent 
disclosure and the m ethods used in developing their conclusion is the issue at hand, no t the year 
end o f  a firm's client.
ISSUE 3 - AGREED-UPON PROCEDURE ENGAGEMENTS NECESSITATE ON-SITE
REVIEWS
As included in this exposure draft, a  firm that perform s any type o f  engagem ents covered by 
Statem ents on Auditing Standards (SA S) m ust have an on-site peer review. This means that if  the 
only kind o f  SAS engagem ents perform ed by a firm  are engagem ents to  apply agreed-upon 
procedures under SAS 75, Engagem ents to  Apply A greed-U pon Procedures to  Specified 
Elements, Accounts, o r Item s o f  a Financial Statem ent (AICPA, Professional Standards, vol. 1, 
AU  sec. 622), then the firm w ould be  required to  have an on-site peer review.
D o you believe the perform ance o f  engagem ents to  apply agreed-upon procedures in accordance 
w ith SAS No. 75 should m andate an on-site peer review in the absence o f  any other kind o f  
engagem ents covered by the SASs?
RESPONSE TO ISSUE 3
The Committee believes that an on-site peer review would be required for firms that only perform 
SAS 75 engagements. In each SAS 75 engagement there are certain auditing techniques that are 
used, albeit not to the extent of a full scope audit engagement. Nevertheless, the design and scope 
of a SAS 75 engagement can vary dramatically and the range of auditing actually performed can 
be significant. To exclude such engagements can possibly provide a loophole in the peer review 
process which would be open to public scrutiny in the future.
We generally concur with the remainder of the exposure draft.
We would be pleased to discuss any of these issues with you.
Very truly yours,  
John M. Rolleri, CPA
CC: Committee Membership
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September 2, 1996
AICPA Peer Review Board
c/o R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Re: Reviewer Service on Successive Reviews
Dear Committee Members:
I support the Board’s decision to remove the restriction on successive reviews and place the 
responsibility for determining when, and if, it is appropriate to rotate reviewers in the hands of the 
reviewed firm itself.
Like most, I rarely comment on changes which I agree with. However, I have decided to comment on 
this change because I understand that the Board has received responses which are clearly those of a vocal 
minority.
Most people are not aware of the current requirement to alternate the team captain on peer reviews after 
two reviews. They are surprised when they hear about it because it is not consistent with the 
requirements for an audit.
I have talked with dozens of people about the current requirement. They unanimously support the 
Board’s change. A typical reason is this: “How do you think we would feel if one our audit clients was 
told they had to change auditors for no reason in evidence? Would there be a presumption that somehow 
we are not as objective as auditors on our third audit? We feel that the opposite is true. If anything, we 
are better auditors after more experience with the client, and know better how to make recommendations 
for improvement to them. We feel that the same is true with our peer review.”
There is adequate and appropriate peer review technical review, committee review and oversight to 
insure the objectivity of peer reviewers. Rotation should not be a means of making all firms pay so that 
some state society can have an easier job of moving problem reviewers around. There are other ways to 
deal with problem reviewers rather than move them around. They should be dealt with forcefully and 
directly, and not in this round about manner.
This is less of a problem for larger firms because they can still use the same firm to do their review, and 
just have a different person form that firm be the team captain. Smaller firms do not have that option 
when they have a small firm with only one peer reviewer do their review. It is not fair.
R eview er Service on Successive Reviews 
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M andatory third review  rotation deals with no problem  in evidence. It is based on a theoretical concern  
w hich does not have a foundation in fact, and is totally inconsistent with all o f  our o ther standards.
The A IC PA  Peer Review  Board is m eant to be representative o f CPA s in practice. A ny d iscussion  o f  
this issue in a public forum  results in CPA s alm ost unanim ously in favor o f allow ing firm s to  m ake the 
choice o f rotation them selves, ju s t as our audit clients have a choice.
The Board m ight get a biased sam ple o f responses to the change. M any, and probably  m ost, C PA s are 
not even aware o f the proposal, so they will not com m ent on it, even though it is c lear that an 
overw helm ing m ajority w ant to be able to m ake their own choice. A lso, m ost o f those aw are o f  the  
change to elim inate the requirem ent for rotation agree that it should be elim inated because it m akes so 
m uch sense to elim inate it. Because o f this, they assum e that it will be elim inated  and d o n ’t feel any 
need to  m ake a com m ent. The result could  be that the B oard receives a b iased  response from  an 
unrepresentative m inority. I assum e that the Board will heed this.
Just as audit clients will on their own change auditors from  tim e to  tim e, C PA  firm s can and  do change 
review ers. They should not be told bureaucratically when to do so. That w ould  not be representative o f  
CPA s in practice.
Because o f the above reasons, the B oard’s decision to elim inate m andatory rotation should be 
im plem ented.
Sincerely,
Carl M . A rntzen
M ITCHELL 
W IG G IN S&
COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS
Mr. R. Bruce Brasell, Technical M anager September 3, 1996
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, N J 07311-3881
Re: Proposed Standards for Performing Peer Reviews
Dear Mr. Brasell:
Although I concur with most o f  the suggested changes, I would like the AICPA Peer 
Review Board to consider a  change to the requirement o f  selecting at least two engagements 
when performing an off-site review (paragraph 57c.). I suggest that a standard such as 
allowing a selection o f one engagement o f the highest service performed for those practice 
units that perform five or less financial statement engagements be considered.
I have recently performed an off-site review for a  sole practitioner that performed three 
financial statement engagements, one a  full disclosure compilation and two non-disclosure 
compilations. U nder the two engagement standard, I reviewed sixty seven percent o f the 
engagements and possibility a much larger percentage o f hours. This seemed a bit o f  overkill 
that added cost to the review and, after reviewing the full disclosure compilation, there was no 
additional insight gained from the review o f a  second engagement.
W hen performing an on-site review, if  twenty percent o f the hours and engagements 
were reviewed, that would be considered excessive. Therefore, a standard that would allow a 
selection o f one out o f five for off-site reviews does not seem  to be unreasonable. The 
reviewer always has the option o f selecting more than one if  the reviewer deems it appropriate.
I am aware that the proposed standard as written states, “Ordinarily...,” however, this 
will be interpreted by local CPA societies as a mandate to select at least two engagements. 
Only in Extraordinary circumstances will the selection o f  one engagement be allowed, such 
as when the CPA only performs one financial statement engagement.
Thank you for the opportunity to respond to this exposure draft.
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September 3, 1996
Mr. Bruce Brasell, Technical Manager
American Institute of CPAs
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the 
Exposure Draft "Proposed AICPA Standards for Performing and 
reporting on Peer Reviews” dated June 26, 1996.
Truly yours,
Joe D. Goodson
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AUGUST 8, 1996
Mr. Bruce Brasell, Technical Manager 
American Institute of CPAS 
Peer Review Program 
Harborside Financial Center 
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
I am in favor of all Three Specific Issues as stated in the 
Exposure Draft "Proposed AICPA Standards for Performing and 
reporting on Peer Reviews” dated June 26, 1996.
Sincerely,
S h a r r a r d , Mc G e e  & Co ., P.A.
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September 3, 1996
Mr. R. Bruce Brasell
Technical Manager, Peer Review Program 
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
Our firm would like to comment on the Exposure Draft of June 
26, 1996 - "Proposed AICPA Standards for Performing and Reporting 
on Peer Reviews”. Our comments are as follows:
Issue #1 - Reviewer Service on Successive Reviews 
We agree with the deletion of this restriction. A firm objectively 
serves audit clients on an annual basis, so we believe that a firm 
can remain objective for an unlimited number of years when 
performing peer reviews. We also believe there are benefits to the 
reviewed firm if they may choose the same reviewer for more than 
two successive reviews. The reviewer will be familiar with the 
firm and its practice, which should provide cost savings to the 
reviewed firm. In addition, the reviewer will be able to follow up 
and critique any changes made as a result of a firm's peer review.
Issue #2 - Year-End Selection On Off-Site Peer Reviews 
We agree that the criteria for determining engagements to be 
included in a firm's review year should be the same for on-site and 
off-site reviews. Consistency in this area would prevent confusion 
that is continually a problem. There is no reason for the 
different methods that currently exist.
Issue #3 - Agreed-Upon Procedure Engagements Necessitate 
On-Site Reviews
We believe that performing agreed-upon procedures should mandate an 
on-site peer review. Even though not an audit, this is still 
"opinion type" work, and should be a factor in determining the need 
for an on-site peer review.
Paragraph #47 - #49 - Selection of Engagements 
We do not believe the standards should give a reviewer an option of 
not selecting certain high risk engagements, even if (or especially 
if) the reviewed firm has a limited number of such engagements. We 
believe that certain engagements, such as Yellow Book or ERISA, 
should always be included as part of a peer review.
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Paragraph #77 - Letters of Response 
We agree that it would be beneficial if the reviewed firm's letter 
of response is submitted to the reviewer prior to submitting the 
response to the administrating entity. Such a requirement would 
allow the reviewed firm to get feedback on the appropriateness of 
the letter of response before it is submitted to the administrating 
entity and thus expedite the acceptance and conclusion of the 
review.
Sincerely,
 
Carroll L. Royster, CPA 
Sharrard, McGee & Co., P.A.
Great Faces. Great Places.
SOUTH DAKOTA 
BOARD OF ACCOUNTANCY
301 E. 14th Street, Suite 200 
Sioux Falls, SD 57104 
(605) 367-5770
September 3, 1996
R. Bruce Brasell
Technical Manager
AICPA Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City NJ 07311-3881
Dear Mr. Brasell:
This letter is with regard to the Exposure Draft on Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews dated June 26, 
1996.
The South Dakota Board of Accountancy discussed the Exposure Draft at 
their August 19, 1996, meeting. The following are their comments.
Issue 1. REVIEWER SERVICE ON SUCCESSIVE REVIEWS. Consensus was that 
it is not appropriate to place a restriction on the number of 
successive reviews a firm or individual may perform for another firm.
Issue 2. YEAR-END SELECTION ON OFF-SITE PEER REVIEWS. Consensus was 
the criteria for determining which engagements to include in the 
population for selection during the year under review should be the 
same for on-site and off-site peer reviews.
Issue 3. AGREED-UPON PROCEDURE ENGAGEMENTS NECESSITATE ON-SITE 
REVIEWS. Consensus was any kind of engagement covered under SAS No. 
75 should be subject to review.
Thank you for the opportunity to comment.
Sincerely,
Lynn Bethke 
Executive Director
lb/
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September 3, 1996
Mr. R. Bruce Brasell
AICPA Technical Review M anager
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, N J 07311-3881
D ear Mr. Brasell:
Following is the Florida Peer Review Committee’s response to  the exposure draft on Proposed 
AICPA Standards for Performing and Reporting on Peer Reviews. This letter will comment 
on the three specific issues requested in the exposure draft and will comment on several o f  the 
changes listed in the summary o f  the exposure draft. Each o f  the comments are addressed 
below:
Issue 1: Reviewer Service on Successive Reviews
Our Committee agrees with the Peer Review Board’s decision to  remove the restriction on the 
number o f  successive reviews an individual or firm can perform on the same firm. The 
Committee does have some concerns, however, to  approving a reviewer that might be on the 
problem reviewer list for more than tw o successive reviews. W e feel that in these 
circumstances the committee should have the right to reject that particular reviewer to  conduct 
more than tw o successive reviews.
Issue 2: Year-end Selection on Off-site Peer Reviews
W e believe and have for a long time that the review year end for off-site reviews should be 
determined in the same way on-site reviews are. The current method for determining off-site 
review year ends based on the issuance date o f  the engagements being reviewed has been a 
very confusing issue for reviewers in the state o f  Florida. This continues to  be one o f  our most 
common reviewer feedback comment items. W e feel that there will have to  be some re­
education in the selection o f  engagement process, but in time w e think the new selection 
process will cause fewer problems than the old.
R. Bruce Brasell 
September 3 ,  1996 
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Issue 3: Agreed-upon Procedures Engagements Necessitate On-site Reviews
W e feel that if  a  firm only performs engagements applying agreed-upon procedures under SAS 
No. 75 the firm should have to  undergo some type o f  peer review. However, w e do not agree 
with the exposure draft that this review must be an on-site review. The reporting requirements 
o f  the these type engagements are very  specific, including outlining the procedures performed 
as agreed upon. W e feel the review process would be better served by treating these 
engagements similar to  an off-site review by reviewing the report and financial information.
W e feel it is not necessary to  review the system o f  quality control for firms performing only 
agreed-upon procedures.
Expanding the definition of an accounting and auditing engagement
W e agree with the exposure draft in expanding the definition o f  an accounting and auditing 
engagement to  include attest services on financial information when the firm audits, reviews, or 
compiles financial statements o f  the client.
Using a risk based approach to selection of offices and engagements
W e feel that there is already a risk based approach to  engagement and office selection covered 
in the current standards. Current standards require the selection o f  a yellow book audit and 
that “greater weight” should be given to  audit engagements that meet certain criteria as 
outlined in the standards. W e feel that this is applying a risk based approach without having to  
go into all o f  the detail as noted in the exposure draft. W e do not see the selection o f  
engagements or offices as a problem, at least not for the state o f  Florida. As a committee, w e 
may defer one to  tw o reviews a year for insufficient scope on an on-site review. W e do not 
feel that the risk based approach as outlined in the proposed standards would eliminate the 
need to  defer reviews for scope selection. W e do have a concern though, that the proposed 
standards would require additional documentation by the team captain and thus increase the 
cost o f  the review process. W ith the majority o f  our peer review firms only performing one to  
five audits, there is not much need for the risk based approach and we feel the cost will 
outweigh the benefits and results o f  the peer review process.
Revising the basis for selection of engagements on off-site reviews
W e agree with the proposed changes except that we believe a full disclosure engagement 
should be reviewed for each partner that issues such an engagement. The proposed standards 
allow for the selection o f  only a compilation without disclosure for a partner who issues full 
disclosure engagements. W e feel this increases the risk that problems within the firm may be 
limited to  one partner and would go undetected in the peer review process.
R. Bruce Brasell 
Septem ber 3, 1996 
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Requiring a reviewed firm to submit their Letter of Response to the team captain or 
reviewer prior to submission to the administering entity
W e totally agree with this change in the standards. In Florida, w e have communicated this step 
to our reviewers for several years through magazine articles and through our “Reviewer 
Forums.” W e feel this procedure helps the firm better understand the letter o f  comments and 
enables the team captain or reviewer to  provide a better service to  the reviewed firm. This 
procedure also cuts down on the amount o f  administrative time spent after the committee 
decision process by eliminating revisions required to the letter o f  response for not being 
comprehensive enough or genuine and feasible.
Revises the report paragraph of the adverse report for off-site reviews
W e are in agreement with this proposed change for the exact reasons as outlined in the 
exposure draft.
Adding section on the evaluation of reviewer’s performance
The committee has a concern that by including this area in standards w e w ould be limiting 
ourselves to  just those items mentioned for courses o f  action for a  problem reviewer.
Currently, this is an administrative issue covered in our administrative manual. W e do not think 
this should become part o f  standards because the procedures and reasons for determining 
corrective action required for the reviewer are very subjective depending on  the problems 
recurring for that particular reviewer. W e recommend deleting this from standards and keeping 
it as part o f  the administration process.
Requires all members of a state CPA society committee to be associated with a firm that 
has received an unqualified report on its most recent peer review
O ur committee is in agreement with proposed standard.
Sincerely,
David C. Logan, Chairman 
FICPA Committee on Peer Review
LOSCALZO ASSOCIATES  C O N S U L T A N T S  F O R  A C C O U N T A N T S
September 5 ,  1996
R. Bruce Brasell
Technical Manager - Peer Review Program
AICPA
Harborside Financial Center
201 Plaza Three  
Jersey City, NJ 07311-3811
Dear Bruce:
As a member of the New Jersey Peer Review Board and a practitioner who performs a 
variety of quality control services for other accounting firms, I would like to submit my 
comments on the exposure draft Performing and Reporting on Peer Reviews
ISSUE 1 -  REVIEWER SERVICE ON SUCCESSIVE REVIEWS
I believe the standards should retain a mandatory rotation of peer review firms. However, I  
believe that the prohibition should be with the reviewed firm, not the team captain. 
Moreover, I believe a firm should  be permitted to perform three successive reviews, 
consistent with the SECPS. I believe the restriction should be retained for two reasons:
1. independence - In recent years, there have been a number of concerns raised that the 
review process is compromised as a true monitoring mechanism because of the lack o f 
independence. When peer review standards were first established, the claim of lack of 
independence was somewhat mollified by the prohibition against reciprocal reviews, the 
use of CARTS, and the restriction on successive reviews. The review process has lost 
one safeguard - the use of CARTS. I don’t believe we should lose another.
2. Benefit to firms - I believe firms will truly benefit by having a fresh set of eyes reviewing 
both the effectiveness and efficiency of a firm’s accounting and auditing practice.
ISSUE 2 - YEAR END SELECTION ON OFF-SITE PEER REVIEWS
I believe both off-site and on-site peer reviews should use the balance sheet date for 
engagement selection.
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ISSUE 3 - AGREED UPON PROCEDURES
I believe agreed upon procedures should be included in the scope of an on-site peer review, 
even if this is the only accounting and auditing engagement serviced by the firm.
OTHER ISSUES
1. Letter o f response - I support the idea that the team captain should review the letter of 
response. However, I believe both the SECPS reviews, and peer reviews should extend 
the time of submission to the team captain to 30 days after the exit conference. In 
addition, the reviewed firm should then have at least 15 more days to submit documents 
to the administering entity.
2. Language changes to reports -  I do not believe the changes illustrated in Appendix C 
and H are substantive. Therefore, I do not believe the changes should be made. I do, 
however, support the changes to the report paragraph of the adverse report for an o ff- 
site review.
3. Risk based approach -  I support changing the scope selection to a risk based approach, 
consistent with SECPS peer reviews. However, I believe it would be helpful to keep in, 
as rules-of-thumb guidance, the guidelines on number of offices and percentage of 
engagements (old paragraphs 39 and 43). Also, I believe we should mention in 
paragraph 47, Yellow Book, employee benefit and FDICIA engagements.
I welcome the opportunity to discuss my comments with you.
Sincerely,
Margaret Loscalzo
September 5, 1996
Mr. R. Bruce Brasell, Technical Manager
Peer Review Program
American Institute of CPAs
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
The Peer Review Report Acceptance Committee of the Illinois 
CPA Society ("Committee") is pleased to have the opportunity 
to comment on the exposure draft of the Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews issued 
by the Peer Review Board (the "Board"). The organization and 
operating procedures of the Committee are described in the 
appendix to this letter. The Committee supports the issuance 
of this proposed standard and commends the Peer Review Board 
on its continuing effort to improve the quality of the 
practice-monitoring process. Below are the Committee’s 
specific comments:
Paragraphs 4 & 5 - We support the Board on extending the 
definition of accounting and auditing practice to include 
agreed upon procedures under SAS No. 75 and selected 
engagements under the attestation standards (AT Section 200: 
financial forecasts and projections). The Committee, however, 
believes that the proposed standard should expand the 
definition to include all kinds of engagements, financial or 
nonfinancial, that are covered under the attestation standards 
including AT sections 300, 400, 500 and 600. The role o f  the 
CPA is changing and expanding beyond the traditional 
accounting and auditing engagements, and firms, as well as the 
public, will need external monitoring to ensure that such 
engagements are performed in accordance with professional 
standards.
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Paragraph 17 - We have had reviews performed in which team 
captains have delegated most of the field work to team members 
and we have consequently issued performance letters stating 
that team captains must be in the field for substantial 
portions of the review. Therefore, the Board needs to provide 
additional clarification of team captain's responsibilities 
and duties. We believe the proposed change could result in 
less team captain involvement than is presently required.
Deletion of existing Paragraph 19 - The Committee supports the 
Board's decision to remove the restriction on the number of 
successive reviews a team captain may perform. Like audit 
engagements, it is appropriate to leave the decision of 
rotation in the hands of clients.
Paragraph 23 (a)- The Committee believes that additional 
clarification is needed of the meaning of an “owner." We 
support the current practice that a CPA who meets all the 
requirements and is considered an equity or income owner or a 
principal should qualify to be a Team Captain.
Paragraph 25 - A reference to SQCS No. 3 should be made in 
this paragraph.
Paragraph 29 - The Committee supports the Board in adopting 
the risk-based approach in selecting offices and engagements. 
We feel, however, that this approach will not significantly 
affect peer reviews of small accounting firms. Most of the 
impact of this approach will be for larger practices. The 
Committee is not sure whether the 5-10% criterion used in the 
past should still be used under the risk-based approach as a 
minimum requirement. Additional guidance would be helpful 
concerning this issue.
Paragraphs 33 and 57 -The Committee supports the elimination 
of the difference between on-site and off-Site peer reviews 
for determining which engagements to include in the population 
for the year under review.
However, a dissenting member of the committee feels that the 
direction of the change should be reversed; i.e., the basis of 
engagement selection should not be the engagement's year-end 
but rather the engagement's issuance-date. This is consistent 
with the language in the peer review report in which peer 
reviewers express their opinion on a firm’s quality control 
system in effect for a specified period of time. That means 
any engagement issued during that period should be included in 
the selection regardless of the engagement's fiscal year. 
Using the engagement’s year-end may exclude some engagements 
with year-ends which fall prior to the review year, such as 
governmental and employee benefit engagements, or subsequent 
to the review year such as prospective financial statements. 
Reviewers have to make exceptions to include such engagements 
in the selection process.
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Paragraph 57 - Criterion "b" states that reviewers should 
"select one engagement for each owner of the firm responsible 
for the issuance of compilation or review reports." The 
Committee is not sure whether this means that when a firm 
performs no disclosure engagements, a reviewer should select 
four non-disclosure compilation engagements when a firm has 
four owners who all perform non-disclosure compilation 
engagements? Under existing standards only two compilations 
without disclosures would be selected. The Committee asks the 
Board to provide additional guidance concerning this matter.
Finally, we believe that the effective date should be 
postponed until May 1, 1997 to give firms adequate time to 
modify their quality control systems to reflect the provisions 
of SQCS Nos. 2 & 3 and provide state societies sufficient time 
in providing peer reviewers with adequate training on the yet 
to be issued peer review checklists.
We appreciate the opportunity to comment on the proposed 
standard. Should you have any questions regarding any of the 
above comments, please contact me at 847-564-8290.
Sincerely,
Janet Chase, Chair
Peer Review Report Acceptance Committee
APPENDIX A
ILLINOIS CPA SOCIETY
PEER REVIEW REPORT ACCEPTANCE CHAIRS COMMITTEE 
ORGANIZATION AND OPERATING PROCEDURES
1996-1997
The Peer Review Report Acceptance Committee of the Illinois CPA 
Society (the Committee) is composed of 36 appointed technically 
qualified, experienced members. These members have Committee 
service ranging from newly appointed to 7 years with the Illinois 
CPA Society's administration of the Peer Review (formerly Quality 
Review) Practice Monitoring Program. The Committee is a senior 
technical committee of the Society and has been delegated the 
authority to issue written positions representing the Society on 
matters regarding the setting of peer review standards.
The Committee usually operates by assigning 7 subcommittee Report 
Acceptance Bodies (RABs). The Peer Review Report Acceptance Chairs 
Committee is comprised of the chair of each RAB, an appointed chair 
for the full committee and the Illinois CPA Society's 
representative on the AICPA Peer Review Board. The Committee was 
assigned the responsibility to study the exposure draft which was 
then discussed at a meeting of the full committee. The Peer Review 
Report Acceptance Chairs Committee voted on the formal response 
which does include a minority viewpoint.
Joseph J. Sorelle, CPA
Nina S. Sorelle, CPA
Glen J. Walton, CPA
SORELLE & 
ASSOCIATES pc
CERTIFIED PUBLIC ACCOUNTANTS
September 6, 1996
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3811
Members of the Peer Review Board:
In response to your request for comments and suggestions 
regarding the exposure draft titled AICPA Standards for 
Performing and Reporting on Peer Reviews, I offer the 
following:
Issue 1 - Reviewer Service on Successive Reviews
I am in agreement with the proposal to remove the 
restriction on the number of successive reviews an individual 
team captain can perform.
The only argument which I have heard in favor of 
continuing the current limitation applicable to team captains 
(and/or expanding the limitation to restrict the team captain’s 
firm) centers on the perception that this restriction limits 
the number of times a firm can receive an inappropriately 
"rosey” peer review report from an unobjective or incompetent 
reviewer.
As an auditor and as a team captain, I do not believe that 
the objectivity I bring to an audit or a peer review is 
compromised through the performance of successive engagements 
for a particular client. I do not believe in maintaining or 
establishing a different standard for peer reviews than our 
profession has set with regard to audits.
In my opinion, an active oversight program on the part of 
state CPA society peer review committees is the way to identify 
team captains who are not performing peer review engagements in
609-853-0440
6 North Broad Street 
Suite 205
Woodbury, New Jersey 08096
Members of the 
American Institute of
Member of the
Private Companies Practice Section
Certified Public Accountants of the Division for CPA Firms
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an objective and competent manner. The guidelines and 
procedures detailed in the AICPA Peer Review Program Report 
Acceptance Body Handbook are adequate to address the concern 
over reviewer competence.
Issue 2 - Year-End Selection on Off-Site Peer Reviews
I have no strong feelings one way or another concerning 
this issue, but I generally believe that the program is working 
despite the different methods that exist between on-site and 
off-site review year-end selection and see no pressing need for 
change. The differing objectives of on-site and off-site 
reviews serve to justify maintaining the current differences. 
However, the desire for consistency between on-site and off­
site review year-ends supports the proposed change.
It is quite possible that initial confusion over the 
change on the part of some reviewers will cause temporary 
problems for the administering entities. As with the other 
changes which will result from the approval of the exposure 
draft as written, training for reviewers is necessary to 
effectuate change without disruption to the peer review 
program.
Issue 3 - Agreed-Upon Procedure Engagements Necessitate On-Site
Reviews
I agree that the performance of engagements to apply 
agreed-upon procedures in accordance with SAS No. 75 should 
mandate an on-site peer review. The distinction between 
engagements covered by Statements on Auditing Standards (SAS) 
and those covered by Statements on Standards for Accounting and 
Review Services (SSARS) is appropriate.
In conclusion, I believe that the proposed changes to 
Standards for Performing and Reporting on Peer Reviews are 
generally satisfactory. My concerns with regard to these
SORELLE & 
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changes, as well as the changes to the program necessitated by 
Statements on Quality Control Standards Nos. 2 and 3, are in 
the area of reviewer training. Unless a concerted effort is 
undertaken to ensure that all reviewers participate in some 
sort of training program in late 1996 or early 1997, 
implementation could be a difficult process. Training is the 
key to a smooth transition. Simply offering update courses is 
insufficient. Many reviewers, particularly those most likely 
to need training, will not take the time to attend.
I would like to suggest an alternative to mandating 
attendance at a special reviewer training course. Could the 
Board design a written test for all individuals wishing to 
remain in the reviewer bank who choose not to attend an update 
course? The test could incorporate recent changes, as well as 
areas where review of the basics would be beneficial. This 
would force individuals to familiarize themself with the 
changes in the program in order to successfully complete the 
test, or opt to attend an update course.
Thank you for your consideration of my comments and 
suggestions.
Very truly yours,
Nina S. Sorelle
N S S / k j j
Lilling & Company
Certified Public Accountants
September 6, 1996
Mr. Bruce Brasell
AICPA
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Dear Bruce:
Enclosed is our response to the Exposure Draft. 
Thank you.
Very truly yours,
Mark S. Lilling 
MSL:dr
Enclosure
Ten Cutter M ill Road, G reat Neck, N Y  11021 • (516)829-1099 • Fax (516) 829-1065 
One Penn Plaza, Suite 100, New York, N Y  10119 • (212) 594-0055 •F ax  (212) 564-9284
EXPOSURE DRAFT
PROPOSED STANDARDS FOR PERFORMING AND REPORTING ON 
PEER REVIEWS
June 26, 1996
Comment Date: September 13, 1996
Name and Affiliation: Mark S. Lilling
Lilling & Company 
10 Cutter Mill Road 
Great Neck, NY 11021
(516) 829-1099
COMMENTS:
Issue #1 - Reviewer service on successive reviews
We believe there should be no restrictions on the number of 
successive peer reviews performed by a firm, a team captain or 
member. A trusted relationship develops in many reviews between 
the reviewed firm and the peer reviewer. This relationship is 
similar to that between a commercial client and an independent 
auditor. Long-term relationships between auditors and clients (CPA 
firms and peer reviewers) allow the trusted professional to make 
suggestions and monitor improvements. This trust along with 
professional skepticism allows the independent peer reviewer to 
help the reviewed firm grow professionally and improve their
standards.
Reviewed firms have spent time choosing and evaluating their 
reviewers and this time should not have to be duplicated. If 
reviewers would be rotated, the p e e r  review process might become a 
bureaucratic task, not an ongoing growing experience.
Reviewed firms are concerned about the confidentiality of their 
client's records and want this maintained by using the same 
reviewer.
To our knowledge, there are no such restrictions requiring a 
professional relationship to be on a rotation basis in any 
professional practice (including accounting, medical, legal or 
architectural). We have received professional advice that 
mandatory rotation would violate anti-trust laws.
Issue #2 - Year-end selection on off-site reviews
We believe that any consistent basis for selecting engagements is 
acceptable.
Issue #3 - Agreed-upon procedure engagements necessitate on-site 
services.
We believe that the issuance of agreed-upon procedures on 
engagements necessitates the need for an on-site review because 
agreed-upon procedures are covered by auditing standards.
Evaluation of Peer Reviewers
We are in favor of consistent, fair and impartial evaluation of 
peer reviewers. The integrity and competency of peer reviewers are 
a cornerstone of the peer review process. Local state society 
committees have been and will apparently continue to monitor the 
evaluation process. Many members of these committees are peer 
reviewers, and they have to monitor the performance of their 
competitors. In our experience, these members have done a fair 
job; however; they may consciously or sub- consciously be unable to 
be fair evaluators of other peer reviewers who are also their 
competitors.
It is unreasonable to have direct competitors evaluate other peer 
reviewers. We also understand the importance of having committee 
members who have performed peer reviews serve on such committees. 
We believe that committee members who are engaged in marketing and 
expanding peer review practices should not be allowed to vote on 
disciplinary action.
Committees can have some members limited to addressing technical 
issues on reviews, but not be allowed to evaluate other reviewers 
(competitors). The evaluations can be done by other members or 
possibly by a committee from a different geographical location.
We will be available to discuss these issues with you
Very truly yours,
Mark S. Lining
EXPOSURE DRAFT
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C o m m en t D ate : S eptem ber 1 3 ,  1 9 9 6
Name and Affiliation: Sharon J. Hamilton, Wisconsin Accounting Examining Board- 
Comments: ............................................................... .. .................................................................................................*
Issue 1: Reviewer Service on Successive Reviews
A panel o f the Wisconsin Accounting Examining Board does not believe tha t
re s tr ic t io n s  should be placed on the number o f successive reviews an in d i­
vidual or firm  can perform on the same firm . We believe th a t decision 
should re s t so le ly  in  the hands o f the firm  being reviewed.  
Issue 2: Year-End Selection on O ff-S ite  Peer Reviews ____________________ _
We believe the c r i te r ia  fo r  determ ining which engagements to  include should 
be the same fo r  o n -s ite  and o f f - s i te  peer reviews. This would s im p lify  
matters and we see no compelling reason to maintain the d if fe re n t methods.
Issue 3: Agreed-Upon Procedure Engagements Necessitate On-Site Reviews_____
We believe agree-upon procedure engagements should not mandate an on -s ite  
peer review in  the absence o f any other kind o f engagements covered by the 
SASs.
We have no add itiona l comments on the Exposure D raft fo r Proposed Standards 
fo r  Performing and Reporting on Peer Reviews. 
Instructions fo r Response Form
This form  m ay be used for com m ents or suggestions relating to  any aspect of
this exposure d ra ft that is o f concern or interest to  you. For convenience, the m ost significant points
have been identified in the sum m ary that accompanies this exposure draft.  _
HRH
Hare, Russell & Holder
A Professional Corporation
  Thea R. Hare, CPA 
Claudette B. Russell, CPA
David P. Holder, CPA
As a m em ber o f  the P eer Review  C om m ittee o f  the Indiana C P A  Society, I am  responding to the 
Exposure D raft o f  P roposed  A IC P A  Standards fo r  Perform ing  and R eporting on  P eer R eview s. The 
specific issues fo r com m ent:
R eview er Service on  Successive Review s
A  firm  should be restric ted  to  perform ing  no m ore than  two successive quality review s fo r any one 
firm . In  o rder fo r the rev iew  process to  accom plish the goal o f  self-m onitoring w ith in  the p rofession , 
a review ed firm  m ust no t becom e com placent w ith the process. In  m y experience as a  team  m em ber 
on  m any review s, I found that review ed firm s becam e com fortable w ith  the review  team  by the 
second review . A lso the review ing team , no m atter w ho is team  captain , has a certain  b ias fo r o r 
against the firm  based o n  the p rio r review . Each review ing firm  also has certain  strengths and 
d ifferen t areas o f  em phasis w hich they b ring  to the review  and w hich w ill be o f  benefit to the 
review ed firm . T o m eet the goals o f  the peer review  program , review ed firm s should have a new  
review  team  at least every  th ird  review .
Y ear-end Selection on  O ff-site P eer Review s
The criteria  fo r determ ining w hich engagem ents to include in  the population  fo r selection during  the 
period  under review  should be the sam e fo r on-site and off-site review s. The cu rren t system  is very  
confusing.
A greed-upon Procedures N ecessitate O n-site Reviews
A n on-site  review  should be  required  fo r firm s that only perfo rm  engagem ents to  apply agreed-upon 
procedures. M y experience has been  that firm s that only perfo rm  a sm all num ber o f  a certain  type o f  
engagem ent tend to have the m ost instances o f  non-com pliance w ith  the professional standards. A  
firm  that does no t pe rfo rm  any full-scope audits m ay have significant deficiencies in  an  engagem ent 
w hich is none the less covered  by the auditing standards.
C laudette Russell, C P A
2632B North 9th Street - Post Office Box 249 - Lafayette, Indiana 47902 317-742-1243 - Fax 317-742-0198
American Institute of Certified Public Accountants - Indiana CPA Society
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June 2 6 ,  1996
Comment Date: September 6, 1996
Name and Affiliation: Robert D. Goldstein
Robert D. Goldstein, CPA 
2603 Augusta Drive, Suite 1170 
Houston, Texas 77057-5639 
(713) 787-9927
Comments:
ISSUE 1: REVIEWER SERVICE ON SUCCESSIVE REVIEWS
There should be no restriction on the number of successive reviews an individual or firm can 
perform on the same reviewed firm. This is a decision that clearly should be made by the 
reviewed firm, in the much same way that other entities select their accountants and auditors.
ISSUE 2: YEAR-END SELECTION ON OFF-SITE REVIEWS
The criteria for determining the engagements to include in the population for peer review 
selection during the year under review should be the same. In Paragraph 33, however, please 
consider redefining the engagements subject to on-site peer review to be the engagements actually 
issued during the peer review year. This would avoid confusion and would more closely relate 
the peer review year to the point in time at which on-site peer review fieldwork occurs.
If the aforementioned "engagements issued" approach were adopted for on-site peer reviews, it 
might also be necessary to revise Paragraph 34. As we have previously seen in the off-site 
program, the peer review year does not always stay the same on subsequent peer reviews because 
it must be adjusted to encompass the latest date on which financial statements were issued.
ISSUE 3: AGREED-UPON PROCEDURE ENGAGEMENTS NECESSITATE ON-SITE REVIEWS
Firms that perform engagements under SAS No. 75 should be required to have an on-site peer 
review, regardless o f whether any other engagements are conducted that are covered by the SASs. 
If a firm wishes to perform agreed-upon procedures, it should be willing to have its work 
inspected.
EXPOSURE DRAFT
PROPOSED STANDARDS FOR PERFORMING AND REPORTING ON 
PEER REVIEWS
June 26, 1996
Comment Date: September 1 3 , 1996
Name and Affiliation: Peer Review  C om m ittee o f  the
O regon Society o f  Certified Public A ccountants
Comments:
Issue 2: W e agree that the  year-end selection m ethods for bo th  on-site and off-site review s should
be the  same. H ow ever, w e  believe the  on-site review  year-end selection should be  changed 
to  m atch the  off-site review  year-end selection m ethod. F o r b o th  on-site and off-site 
reviews, the  engagem ents considered for the  review  should be those  issued during the  year 
under review. This should help eliminate the  need to  provide extensions w hen a particular 
engagem ent is no t yet com pleted by the due date  o f  the review. T here should still be  the 
provision that the  review er m ay look  at a  m ore recent engagem ent, i f  it is com pleted, and 
allow  for one engagem ent outside the review  year.
p. 14, para. 22: Change to  read: A n individual w ho starts o r becom es associated w ith  a  new ly form ed firm
m ay serve as an on-site team  captain o r off-site review er during the  tw elve-m onth 
transitional period, beginning w ith the earlier o f  the dates the  individual d isassociates from  
his o r her previous firm o r starts a  new  one, provided the individual possesses all o f  the 
o ther qualifications for service as an on-site team  captain o r an off-site review er and w as 
p reviously associated w ith  a  firm that th e  firm  from  w h ich  th e  rev ie w e r w as m o st 
recen tly  d isasso c ia ted  received an unqualified report on its m ost recently  com pleted peer 
review.
W e believe that the w ording o f  the exposure draft could allow  a  review er to  use  the  
review  o f  a  firm  prio r to  the  m ost recent firm w ith which the review er w as associated as a  
qualification for being a team  captain.
p. 28, para. 65: W e believe that in m ost cases, submitting the letter o f  response to  the  review er p rio r to
subm itting it to  the  adm inistering entity is a  good idea. H ow ever, in the  case o f  a  d ispute 
betw een the review ed firm and the reviewer, it m ay appear the  review ed firm  does n o t 
have the  right to  disagree and have the com m ittee address the  disagreem ent. T he le tte r o f  
response is the  only form al contact betw een the firm and the  report acceptance body. W e 
suggest that a  sentence be added explaining the  rights o f  the  firm  and perhaps directing the  
reader to  paragraph 82 w here disagreem ents are addressed.
p. 34, para. 92.a.: Typo: ... as a  m a n g er  m a n a g e r  o r person ...
James w Brackens, J r., P.C.
C e r t i f i e d  P u b l i c  A c c o u n t a n t
September 10, 1996
R  Bruce Brasell, Technical Manager
Peer Review Program
American Institute of 
Certified Public Accountants
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
At its meeting on July 18, 1996, the Peer Review Committee o f the Virginia Society of 
Certified Public Accountants reviewed and discussed the exposure draft entitled P roposed  
AIC PA Standards f o r  P erform ing  a n d  R eporting  on P eer Review s dated June 26, 1996. 
In connection therewith, please find enclosed our comments and recommendations 
regarding the exposure draft.
Sincerely,
PEER REVIEW COMMITTEE
J ames W. Brackens, Jr., CPA 
Chairperson
Winchester Building, 10800 Midlothian Turnpike, Suite 254, Richmond, VA 23235 
(804) 378-1827 • Fax (804) 379-1469
Member: American Institute and Virginia Society of Certified Public Accountants, CPA Affiliates of Virginia, Ltd.
EXPOSURE DRAFT
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June  2 6 , 1996
Com m ent Date: September 1 3 , 1996
Name and  Affiliation
The Peer Review Committee o f the Virginia Society o f Certified Public Accountants (the 
“PRC”), Post Office Box 4620, Glen Allen, VA 23058-4620
Comments
Issue 1 - Reviewer Service on Successive Reviews: The PRC overwhelmingly concurs 
with the decision to remove the restriction which prohibits a team captain from serving in 
such capacity on more than two successive reviews o f the same firm As auditors, current 
professional standards allow us to perform successive audits o f the same client and we 
believe that the peer review standards should not be any different. In addition, the 
removal o f this restriction will also enable firms which are being reviewed to eliminate the 
inconvenience o f having to engage a new reviewer after two successive reviews by the 
same reviewer.
Issue 2 - Y ear-End Selection on Off-Site Peer Reviews: In order to eliminate the 
confusion which currently exists between on-site and off-site peer reviews in selecting 
engagements to review, the PRC overwhelmingly agrees with the Draft’s requirement that 
the method used for selecting engagements in an off-site peer review be the same method 
as used in an on-site peer review.
Issue 3 - Agreed-Upon Procedure Engagements Necessitate On-Site Reviews: Again, 
the PRC overwhelmingly concurs with the Draft’s requirement that a firm that performs 
any type o f engagement covered by Statements on Auditing Standards must have an on- 
site peer review. The PRC also noted that, if  this requirement is adopted, it will 
necessitate a revision to the forms currently being used by reviewed firms to indicate 
which types o f engagements they are performing.
-continued-
EXPOSURE DRAFT
Comments, continued
P aragraph 23c - Additional Requirem ents for Service As a Team  C aptain: 
Paragraph 36 discusses situations where a review team may issue a peer review report 
which has been modified for a scope limitation due to a divestiture o f a portion o f a firm’s 
practice. The PRC believes that paragraph 23c should address what effects such a 
modified report would have on the qualifications to serve as a team captain, i.e. the team 
captain, in some instances, may no longer be associated with a firm that has received an 
unqualified report on its system o f quality control for its most recently completed peer 
review. The PRC feels the Standards should be revised to allow the individual, in such an 
instance, to continue to serve as a team captain.
P aragraph 33 - Review of P rio r Y ear’s Engagement: The PRC believes that the 
clarification, as stated in the last sentence o f paragraph 33, o f when it is acceptable to 
select a prior year’s engagement is a good idea and, therefore, concurs with this addition 
o f this paragraph.
P aragraph 34 - M aintenance of Same Y ear-End on Subsequent Reviews:
1. For various reasons, a firm may wish to accelerate its subsequent review year- 
end and, as stated in paragraph 34 of the Draft, it must now obtain approval of 
the state CPA society administering its review in order to do so. The PRC 
believes that, since the reviewed firm is not gaining any additional time 
between reviews, prior state CPA society approval should not be required 
when a firm wants to accelerate its subsequent review year-end.
2. I f  one o f the intentions o f this paragraph is to allow administering state CPA 
societies to permanently change a firm’s review year-end, then the PRC 
concurs with this paragraph. This paragraph should be clarified as to whether 
or not this is the AICPA Peer Review Board’s intent.
PROPOSED STANDARDS FOR PERFORMING
AND
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Paragraph 36 - Scope Lim itation Due to a Divestiture: The PRC is o f the opinion that 
an appendix should be added setting forth an example o f a peer review report which has 
been modified for a scope limitation due to a divestiture o f a portion o f a firm’s practice.
-continued-
EXPOSURE DRAFT
Comments, continued
P aragraph  57c - Selection of Engagements for Off-Site Peer Reviews: The PRC feels 
that the word “Ordinarily” should be deleted from this paragraph and that clarifying 
language be added clearly requiring that, if  a firm has only one owner and one service 
category (e.g. compilations, reviews, etc.), two engagements must be selected.
Paragraph  63 - Due D ate of Peer Review R eport and L etter of Comments: In order 
to allow a reviewed firm sufficient time to prepare and issue its letter o f response, if  
applicable, the PRC believes that this paragraph should be revised to require that the peer 
review report and, when required, the letter o f comments be furnished to the reviewed 
firm no later than 30 days prior to the due date o f the peer review.
Page 33 - Evaluation of Reviewers: In order to maintain a “pool” o f qualified, 
competent, and professional reviewers, the PRC wholeheartedly agrees with this section. 
O ther Comments - W ording, Typographical E rrors, Etc.:
1. Throughout the Draft, the word "must” has been changed to “should”. 
Despite recent clarification that “should” means "must” in AICPA professional 
pronouncements, the PRC does not believe the issue should be further clouded. 
Accordingly, the PRC strongly feels the word “must” should continue to  be 
used and not changed to “should”.
2. The term “engagements” should be more clearly defined in the Draft, especially 
regarding the selection o f engagements to be reviewed during a peer review. 
For example, do twelve monthly compilations performed by a firm for the same 
client constitute one engagement or twelve separate engagements.
3. In the recommendation paragraph o f the monitoring finding on page 47, the 
word “systems’” should be changed to “system’s”.
PROPOSED STANDARDS FOR PERFORMING
AND
REPORTING ON PEER REVIEWS
(the “D raft”)
-continued-
EXPOSURE DRAFT
Comments, continued
O ther Comments - W ording, Typographical E rrors, Etc., continued:
4. In the last sentence o f paragraph 57, the phrase "For example, in a firm with 
two owners who both perform full disclosure compilation, omit disclosure 
compilation, and review engagements,...” would read better if  it were changed 
to "For example, in a firm with two owners who both perform full disclosure 
compilation engagements, omitted disclosure compilation engagements, and 
review engagements,...”.
5. In paragraph 92a, the word “manger” should be changed to “manager”.
PROPOSED STANDARDS FOR PERFORMING
AND
REPORTING ON PEER REVIEWS
(the “D raft”)
AICPA
Peer R eview  Program
American Institute of Certified Public Accountants 
Administered by the
Iowa Society of CPAs
September 1 0 , 1996
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
The Iowa Society of CPAs Peer Review Committee submits the following comments as it relates to the Exposure 
Draft, Proposed AICPA Standards for Performing and Reporting on Peer Reviews, dated June 2 6 ,  1996. 
The comments specifically address, as requested in the exposure draft, the following issues:
Issue 1: Reviewer Service on Successive Reviews
We believe a restriction should be placed on the number of successive reviews an individual or firm can perform 
on the same firm. We favor restricting the number o f successive reviews to two and making the restriction 
applicable to the firm as a whole, as well as the individual serving in the capacity o f team captain.
We believe the program would be enhanced for the following reasons:
1. Because reviewers are evaluating systems and making recommendations to correct the underlying cause o f 
deficiencies noted in a review, we believe a ’’fresh” look every six years is desirable. We believe the 
practice monitoring process to be significantly different from the auditing process which emphasizes error 
detection and correction and accordingly believe that peer reviewer rotation is desirable. Making the 
restriction applicable to firms as well as team captains would level the playing field between large firms 
and sole practitioners who perform peer reviews.
2. In addition, we believe that a restriction on the number of successive reviews would be helpful in identifying 
problem reviewers through correlation of results on subsequent reviews.
We have heard the arguments that this proposal unduly restricts a firm's ability to practice. In response, if  all 
firms are in a two-review rotation, there should be ample opportunity to maintain the number o f peer reviews a 
firm desires to perform. We do not believe that is was ever contemplated that we would have "professional" 
reviewers spending a majority o f  their time perform ing reviews. W e believe that to b e  a "peer", the team captain 
should be spending substantial time involved in their firm's accounting or auditing practice.
950 Office Park Road, Suite 300, West Des Moines, IA 50265 (515) 223-8161 • fax (515) 223-7347 • 800-659-6375 (In Iowa)
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R. Bruce Brasell 
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Issue 2: Y ear-End Selection on Off-Site Peer Reviews
In the interest of eliminating confusion, we believe the criteria for determining which engagements to include in 
the population for selection during the year under review should be the same for on-site and off-site peer reviews.
Issue 3: Agreed-Upon Procedure Engagements Necessitate On-Site Reviews
We believe the performance of engagements to apply agreed-upon procedures in accordance with SAS No. 75 
should mandate an on-site peer review in the absence o f any other kind o f engagements covered by the SASs, 
because there is a requirement for the accountant to prepare and maintain working papers that indicate (a) the 
work was adequately planned and supervised and (b) evidential matter was obtained to provide a reasonable basis 
for the findings expressed in the accountant's report. Accordingly, it is not possible to test the reviewed firm's 
compliance with its quality control policies and procedures and with professional standards without access to the 
working papers.
Sincerely,  
Mark D. Wackerbarth, CPA
Chair, Iowa Society o f CPAs Peer Review Committee
AICPA
Division for CPA Firms
Septem ber 11, 1996
M r. R. Bruce Brasell, Technical M anager 
Peer R eview  Program , A ICPA  
H arborside Financial Canter, 201 Plaza Three 
Jersey City, N J 07311-3811
D ear M r. Brasell:
The Private Com panies Practice Executive Com m ittee (PCPEC) has been charged to represent and 
act as an advocate for all local and regional firm s as well as to represent the v iew s and interests o f  
the m ore than  7,600 voluntary m em ber firm s in  the Private Com panies Practice Section.
PC PEC has considered the Peer review  B oard’s exposure draft on A ICPA  Standards for Perform ing 
and R eporting on Peer reviews.
PCPEC supports unanim ously all issues expect num ber 1, w hich deals w ith  “R eview er Service on 
Successive reviews.” Three o f  seventeen com m ittee m em bers present dissented on this issue. They 
felt that the  lim it o f  tw o successive review s by. the same team  captain should  rem ain  in  force and 
further that the lim it should be extended to  the reviewing firm  itself.
A lthough the com m ittee did not form ally vote on this issue, one m em ber felt that there ought to be 
a lim it on  the num ber o f  review s (a m axim um  o f  10) that a team  captain can perform  in  one year.
W e appreciate the opportunity to  com m ent on this proposal and w ould be pleased to discuss it 
further i f  desired.
Sincerely,
J. M ason A ndres, CPA 
Chair
PCP Executive Com m ittee
File 2000
American Institute of Certified Public Accountants
Harborside Financial Center, 201 Plaza Three, Jersey City, NJ 07311-3881 (201) 938-3005 • (212) 318-0500 • fax (201) 938-3404
The CPA.  Never Underestimate The Value.SM
Peer Review  Program
Septem ber 12, 1996
M r. R. B ruce Brasell
Am erican Institu te o f  Certified Public A ccountants
H arborside Financial Center
201 P laza Three
Jersey City, N J 07311-3811
D ear M r. Brasell
I am pleased to  have this opportunity to  comment on the “Proposed AICPA Standards for Perform ing 
and R eporting  on P eer Review s.” I believe the following m atter should be considered.
1. P arag raph  4 o f  the proposed statem ent indicates that “ ...attest services on  financial 
information w hen the firm audits, reviews, or compiles the  historical financial statem ents o f  
the  client,...“ w ould be part o f  the definition o f  an accounting and auditing practice for the  
purposes o f  the Standards for Perform ing and R eporting on Peer Reviews. I am  concerned 
about this definition because it implies that attest service engagem ents w ould be part o f  an 
off-site peer review  w hen the firm also perform s a compilation o r review  engagem ent o f  
historical financial statements for the same client. H ow ever, paragraphs 56 and 57a.-c. seem  
to  indicate that off-site engagements should only include compilation and review  engagem ents 
perfo rm ed  under Statem ents on Standards for A ccounting and Review  Services. I f  your 
intent w as to  scope out other attest services from  off-site engagem ents, I believe paragraph 
4 should be clarified, one way to  clarify this is listed below:
Paragraph 4
“ ... a ttest services on financial inform ation w hen the firm audits, reviews, o r com piles the  
historical financial statem ents o f  the  client 2 ,...”
Footnote 2
Attest services are exempt from the scope of an off-site peer review.
Please contact m e if  you have any questions about the above comment.
V ery truly yours,
Technical M anager 
Peer R eview  Program
American Institute of Certified Public Accountants
Harborside Financial Center, 201 Plaza Three, Jersey City, NJ 07311-3881 (201) 938-3030 • (212) 318-0500 • fax (201) 938-3056
The CPA  Never Underestimate The Value.SM
Peer Review  Program
American Institute of Certified Public Accountants
Administered by the
Colorado Society of CPAs
September 11, 1996
&  B ruce  Brasell, Technical M anager
P eer R eview  Program
A IC PA
H arborside Financial C enter
201 P laza Three
Jersey City, N J  07311-3881
Re: E x p o su re  D ra ft:  P R O P O SE D  A IC P A  S T A N D A R D S  F O R  P E R F O R M IN G  A N D
REPORTING ON PEER REVIEWS, June 2 6 , 1996
D ear M r. Brasell:
T he P e e r  Review  B oard  o f  the  Colorado Society o f  CPAs has reviewed the  above referenced 
E xposure  D raft and w ould  like to  offer the  following comments:
ISSU E 1: W e support the B oard’s position. W e believe that the  determination o f  rotation should be 
w ith  th e  review ed firms.
IS S U E  2: A lthough the new  policy represents a  reversal o f  an existing policy, w e believe that 
co n sis ten t policies in all types o f  peer reviews are  better fo r the  program . W herever possible, the 
criteria fo r engagem ent selection fo r bo th  on-site  and off-site reviews should be  the  same.
IS S U E  3: A greed-U pon  P rocedure E ngagem ents Necessitate On-Site Reviews. The Peer Review  
B oard discussed this issue at length and did no t reach a consensus. The final B oard vote resulted in 
a  6 to  6  split, w ith both sides strong in their decision. W hatever decision is reached on this issue, the 
s tandards  should be clear as to  selecting agreed upon procedure engagem ents for off-site 
engagem ents.
O th e r  C o m m en ts
1) W e believe tha t paragraph 34 should be amended to  m irror the  w ording o f  the  SECPS 
Section, so tha t a  firm m ay change its peer review  year by three m onths w ithout any approval 
required. This w ould eliminate a  difference betw een the types o f  reviews within the program .
2) Regarding paragraph 57 concerning the proposed decision to  reduce the requirement to  select 
d isclosure  engagem ents, w e do  no t concur. T h e  m a jo rity  o f  th e  P ee r R eview  B o a rd  d id  n o t 
be lieve  th e  p ro g ra m  sh o u ld  re d u c e  th e  re q u ire d  n u m b e r  o f  engagem en ts fo r  selection.
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3) W e concur with the recom mendation  in paragraph 77 to  require the review ed firm to  submit 
their letter o f  response to  the Team  Captain/Reviewer. H ow ever, it is no t clear w hat responsibilities 
th e  T eam  Captain/R eview er assum es and w hether they , are t o inform the  adm inistering entity o f  
concurrence o r disagreem ent. W e believe this procedure should m irror the  SECPS procedure  fo r 
letters o f  response as described in Section 2300.02 o f  the SECPS Reference M anual.
4) W e believe the last sentence o f  paragraph 81 needs to  be amended to  allow  the  adm inistering 
entity to  “accept the report p rov ided  th a t  the reviewed firm evidence its agreem ent to  the  additional 
ac tions o r  m onitoring procedures in w riting within a reasonable period o f  tim e” . T o  require the  
adm inistering entity to  await the agreem ent o f  the reviewed firm and then bring the review  back  to  
an acceptance body is unnecessarily burdensom e on the administering entity.
5) O n page 47 o f  the  Exposure D raft, a new  letter o f  comm ents example has been added under 
th e  h ead er M onitoring. W e believe th a t consideration should be given to  revising the w ording  to  
ad o p t the  new  concept. W e suggest w ording such as . .  . engagem ents se lec ted  under the f ir m  
m onitoring process. W e believe the exam ple should be broad enough to  include o ther approaches.
The C olorado Society o f  CPA s Peer R eview  B oard appreciates the  opportunity  to  com m ent and 
would be willing to  discuss any issue m entioned in our response at length. P lease do no t hesita te  to  
contact us.
Sincerely,
James L. Comisky, CPA 
Chairman
P ee r R eview  B oard 
C olorado Society o f  CPAs
V. L. AULD & ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS 
112 FOUNTAIN BEND DRIVE - P.O. BOX 30407 
LAFAYETTE, LOUISIANA 70593
V. L. Auld, C.P.A. 
Van L. Auld, C.P.A.
Telephone (318) 984-9717 
Fax (318) 984-5544
September 8, 1996
Mr. R. Bruce Brasell, Technical Manager
Peer Review Program
American Institute of Certified Public Accountants
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
RE: Comments to the Proposed AICPA Standards for Performing and Reporting on Peer Reviews 
Comments follow the respective paragraph numbers in the exposure draft.
4. Footnote on SSARS. A bad idea. This allows the SSARS to exclude certain reports from
peer review. This places control outside the Peer Review Board.
9. First sentence, replacing should with must Must is a stronger word than should. Must is
an imperative, suggesting a necessity. Should carries the idea of obligation but not the 
necessity.
19. For any engagement, a CPA is required to refrain from undertaking what he is unable to 
complete. This is professional judgement. Having the administering body decide what a 
reviewer's experience is takes away from his judgement. Delete this paragraph.
27-28. Confusing. ¶ 27 "Peer review risk is the risk that the review team: a. Fails to identify
weaknesses . . .  system of quality control," while ¶ 28 says "Peer review risk consists of the 
following two parts: b. . .  .the review team will fail to detect deficiencies in quality control 
system . . . "  These parts appear to repeat the same language.
Old-26. Logic dictates small firm will be different. Therefore, distinctions must be made between 
small and large firms.
39. Second sentence, the word philosophy. A better word is policy. Philosophy implies ideas 
beyond the scope of mere accounting. Unless, the Peer Review Board wishes to engage 
in extentialism or other school of philosophy. The more concrete and meaningful word is 
policy.
Old-39. Why should this be deleted? The prior recommended number of offices gives the reviewer 
a concrete basis of determination. Besides, why should a small firm be subject to a 100% 
review (usually for audits) when a large firm escapes to a lesser standard?
MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
Mr. R. Bruce Brasell, Technical Manager 
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43. Third sentence, the words "taken as a whole." These words infects accountants speak like 
a bad cold. It adds nothing to the sentence except length.
57. It's about time. Why did it take so long to correct an obvious boo-boo?
Sincerely,
 
Van L. Auld, C.P.A.
MEMBER AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
 A I C P A  
Peer Review  Program
American Institute of Certified Public Accountants
Administered by the
Massachusetts Society of CPAs
September 9, 1996
R. Bruce Brasell, Technical Manager
Peer Review Division
American Institute of CPAs
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
RE: Exposure Draft of Proposed AICPA Standards for 
Performing and Reporting on Peer Reviews
Dear Mr. Brasell:
The Peer Review Executive Committee of the Massachusetts Society of CPAs consists of nine 
members who are affiliated with accounting firms of various sizes. The Committee oversees the 
activities of the Massachusetts Society of CPAs Peer Review Acceptance Board which consists of 
twenty-four members who are also affiliated with accounting firms of various sizes. The 
Committee has reviewed and discussed the Exposure Draft of Proposed AICPA Standards for 
Performing and Reporting on Peer Reviews. The views expressed in this comment letter are solely 
those of the Committee and do not reflect the views of the organizations with which the 
Committee members are affiliated.
We concur with the requirements and recommendations of this exposure draft, as outlined. We 
believe that issuance of this proposed Standard is necessary to update the Standards for 
Performing and Reporting on Peer Reviews as a result of the recently revised Statements on 
Quality Control Standards as well as to reflect the experience gained over the past six years since 
the inception of the AICPA peer review program.
We have the following comments on the three issues for which comments were specifically 
requested by the Board.
ISSUE 1: REVIEWER SERVICE ON SUCCESSIVE REVIEWS
We agree with the Board’s proposal to remove the restriction on the number of successive reviews 
an individual or firm can perform on the same firm. Placing the responsibility for determining 
when, and if, it is appropriate to rotate reviewers in the hands of the reviewed firm itself is 
consistent with the current auditor-client relationship within our profession.
105 Chauncy Street, 10th Floor, Boston, MA 02111 (617) 556-4000 • fax (617) 556-4126
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ISSUE 2: YEAR-END SELECTION ON OFF-SITE PEER REVIEWS
We agree with the Board’s proposal to eliminate the different methods that currently exist 
between on-site and off-site peer reviews for determining which engagements to include in the 
population for the year under review. The use on off-site peer reviews of the same method being 
used for on-site peer reviews should eliminate the confusion we continually witness in the 
administration of off-site reviews.
ISSUE 3: AGREED-UPON PROCEDURES ENGAGEMENTS 
NECESSITATE ON-SITE REVIEWS
We agree with the Exposure Draft to require a firm that performs any type of engagements 
covered by Statements on Auditing Standards to have an on-site peer review. Such a requirement 
would reduce confusion in the application of the peer review standards.
We appreciate the opportunity to present our comments and to participate in the AICPA’s due 
process procedures.
Very truly yours,
Jay J. Kaufman, Chairman 
Peer Review Executive Committee 
Massachusetts Society of Certified 
Public Accountants
Thomas J. Vocatura, Chairman 
Accounting Principles and 
Auditing Procedures Committee 
(Senior Technical Committee) 
Massachusetts Society of Certified 
Public Accountants
JJK/pr
 H aw aii Society o f
Certified
Public
Accountants
September 9 ,  1996
Mr. R. Bruce Brasell 
Technical Manager 
Peer Review Program 
American Institute of CPAs 
Harborside Financial Center 
201 Plaza Three 
Jersey City, NJ 07311 -3881
RE: EXPOSURE DRAFT
Dear Mr. Brasell:
The Peer Review Committee of the Hawaii Society of CPAs collectively present to the 
AICPA Peer Review Board for consideration the following comments and recommendations 
on the ‘'Proposed AICPA Standards for Performing and Reporting on Peer Reviews" 
exposure draft:
ISSUE 1 - Agree - No restriction on the number of successive reviews a firm or individual 
can perform.
ISSUE 2 - Agree - Off-site reviews should be selected on the basis of financial statement 
date rather than accountant's report date. This would minimize the confusion among 
reviewed firms and reviewers when selecting engagements to be reviewed.
Please note that one of our Committee members and several of the attendees at the Peer 
Review Conference in Boston suggested that the on-site selection process should be 
changed to a report date rather than financial statement date. They felt that this would 
allow the reviewer to review those audit engagements that are completed months after the 
financial statement date.
P.O. Box 1754 
Honolulu 
Hawaii 
96806
(808) 537-9475 
FAX 537-3520
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ISSUE 3 - Disagree - Although agreed-upon procedures are covered by a SAS, this 
engagement is not an audit. We also felt that the wording of the accountant's report was 
important in determining whether the engagement constituted an audit for peer review 
purposes. If the auditor's report purports that an audit was conducted under generally 
accepted auditing standards, then that engagement should be considered an audit for peer 
review purposes.
With reference to the Summary of the proposal Standards (What It Does), our Committee 
had the following comments on some of the bulleted issues:
1. Recommendation - That the risk-based approach to office and engagement 
selection be a consideration rather than a requirement. Furthermore, this provision 
should only apply to firms with 10 or more professionals. In addition, the first 
sentence in paragraph 29, page 16 should read;" . . .  and should be assessed. . . "  
rather than" . . .  and are assessed ..." .
2. Revise - The Standards should be revised to clearly define the requirements for 
selecting an ERISA engagement.
3. Agree - That the reviewed firm submit the LOR to the team captain or reviewer for 
review and comment prior to submission to the administering entity. As a practical 
matter, several of the reviewers in Hawaii already do this.
4. Agree - To revise the report paragraph of the adverse report for an off-site peer 
review to report only on the engagement reviewed.
5. Question - The final comment we have is why are you abbreviating some of the 
terminology within the sample reports? Are the readers supposed to know what 
"GAAP" is?
We appreciate the invitation to comment on the exposure draft and trust that the Board will 
consider our comments listed herein. Should you have any questions regarding our 
comments, please contact me at (808) 988-8009.
Very truly yours,
Rodney M. Harano, CPA 
Chairman, Peer Review Committee
BENJAMIN M.G. STEIN 
Certified Public Accountant 
552 High Mountain Road 
North Haledon, New Jersey 07508-2606 
(201) 304-0112
September 9, 1996
American Institute of CPAs
201 Plaza Three
Jersey City, New Jersey 07311-3881
Attention: R. Bruce Brasell, Technical Manager
Peer Review Program
Re: Comments on Exposure Draft dated June 26, 1996
Proposed AICPA Standards For Performing and 
Reporting on Peer Reviews
Dear Mr. Brasell:
Regarding specific issues for comment, I offer the following for 
consideration by the Board:
Issue 1: Reviewer Service on Successive Reviews
I am in agreement with the Board in removing the restriction 
of a team captain to serve in such capacity on more than two 
successive reviews of the same firm. I am also in agreement 
with the Board in placing the responsibility in the hands of 
the reviewed firm for determining when, and if, it is 
appropriate to rotate reviewers.
The AICPA Peer Review Board along with the AICPA Peer Review 
Program Administrative entities around the country by now have 
enough experience in monitoring reviewers and have cultivated 
a knowledgeable cadre serving on the oversight committees to 
ensure that the Program's excellence will be maintained.
Issue 2: Year-End Selection on Off-Site Peer Reviews.
I believe that the criteria for determining which engagements 
to include in the population for selection during the year 
under review should be the same for on-site and off-site peer 
reviews. This will eliminate confusion for reviewers that 
perform both on-site and off-site peer reviews for small 
firms.
I disagree with the exposure draft proposal that would require 
an off-site peer review to use the same method as on-site peer 
review. I would prefer the present method used for off-site 
peer review be adopted for on-site peer review (engagements 
with reports issued during the year under review), since this
method should demonstrate the results of what the reviewed 
firm has currently performed during the review period.
Issue 3: Agreed-Upon Procedure Engagements Necessitate
Reviews.
On-Site
I agree that the performance of engagements to apply agreed- 
upon procedures in accordance with SAS No. 75 should require 
an on-site peer review in the absence of any other kind of 
engagements covered by the SASs.
Very truly yours,
 Benjamin M.G. Stein, CPA
Proprietor and Managing Director
September 9, 1996 
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R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City. NJ 07311-3811
Re: Proposed AICPA Standards for Performing and Reporting on Peer Reviews
Dear Mr. Brasell:
We are enclosing the comments of the New York State Society of Certified Public Accountants 
in response to the above proposed standards. The comments were prepared by the Society’s Peer 
Review Committee.
If you have any questions regarding the comments, please call us and we will arrange for 
someone on the committee to contact you.
Very truly yours,
Wayne A. Nast, CPA 
Chairman, Peer Review Committee
Walter M. Primoff, CPA 
Director, Professional Programs
Enclosures
cc: Accounting & Auditing Committee Chairmen
C o m m e n ts
O f
Peer R eview  C om m ittee o f  the N ew  Y ork State Society o f  Certified Public A ccountants
On
Proposed A IC PA  Standards for Perform ing and Reporting on Peer Reviews
Specific Issues for Comment
Issue 1: Reviewer Service on Successive Reviews
The com m ittee unanim ously agrees w ith the exposure draft. It feels this change w ill grant som e 
relief to  both  sm aller review er and review ed firms. It also feels that a  review  once every three 
years is highly unlikely to have a negative im pact on a review er’s independence.
Issue 2: Year-end Selection on Off-site Peer Reviews
The com m ittee agrees w ith the exposure draft that the selection process and cu t-o ff dates should 
be the sam e as that used for on-site reviews. This uniform  approach w ill elim inate an area o f  
confusion caused by the prior standards.
Issue 3: Agreed-Upon Procedure Engagements Necessitate On-site Reviews
A  m ajority  o f  the com m ittee agrees w ith the exposure draft. Those who agree feel that SAS No. 
75 engagem ents are covered by auditing standards and therefore should require an on-site 
review.
Those w ho disagree argue that m ost SAS N o. 75 engagem ents are specialized services w ith 
lim ited scope and benefit to specific users and such engagem ents have no im pact on  the general 
public.
The com m ittee feels that SAS No. 75 engagem ents are not w ide spread and this change should 
not im pact a  large percentage o f  the firm s undergoing reviews.
Other Comments
The com m ittee strongly disagrees w ith the exposure draft concerning the criteria fo r  judg ing  the 
com petency o f  review ers. It gives too m uch w eight to current experience and insufficient 
attention to the benefits o f  current continuing education coupled w ith experience. The com m ittee 
feels that specific experience in  the past five years, supplem ented w ith industry specific CPE, 
w ould yield  sufficient technical expertise for a reviewer, including those areas deem ed 
“sensitive,” such a H U D  and broker-dealer engagem ents. W hile recognizing the difficulty in
establishing effective and m easurable criteria, the com m ittee feels the proposal w ould be unduly 
burdensom e for review ers from  sm aller firm s that have a lim ited num ber o f  engagem ents from  
w hich to draw  experience. The proposed requirem ent m ay require a review er from  a sm all firm  
to seek assistance thereby com plicating the process and increasing the cost to the review ed firm . 
The com m ittee also feels this requirem ent im poses a standard on the review er that exceeds 
current auditing standards for the acceptance o f  a new  engagem ent.
The com m ittee notes that the exposure draft elim inates the word “m ust” and replaces it w ith 
“should” even w here the intention is “m ust.” The com m ittee strongly recom m ends the w ord 
“m ust” be used w here it intended, not only here but in all professional literature. Its non-use has 
led to no t using w ritten  audit program s and not receiving client representation letters. As one 
m em ber o f  the com m ittee has stated:
“M ust” m ust m ean “m ust.”
In connection w ith  the requirem ent o f  having the review er review  the response to the letter o f  
com m ents before issuance, the com m ittee notes that the exposure draft does not provide 
guidance in  cases w here the review er and review ed firm  disagree on the response letter.
New Jersey Society of Certified Public Accountants
September 11, 1996
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R. Bruce Brasell, Technical Manager
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell,
The Peer Review Executive Committee of the NJSCPAs has 
considered the exposure draft "Proposed AICPA Standards for 
Performing and Reporting on Peer Reviews" dated June 26, 1996 
and has the following comments.
Regarding the "specific issues for comment:"
We agree with the exposure draft regarding issue number 1. 
Specifically, we feel that there should be no restrictions on 
the number of successive reviews a firm or individual can 
perform. However, if a restriction is instituted, the 
committee feels that this prohibition should be on firms and 
not just individuals.
We agree with the exposure draft for issue number 2, that 
both on- site and off-site peer reviews should use the same 
definition of the peer review year. However, the committee 
believes that the report date is the most relevant date 
because that date will most closely represent the period of 
time in which the work was performed by the firm.
The committee unanimously agreed with issue number 3.
Regarding the eight issues included in the "summary", our 
committee is agreement with all of the items except for two.
Our committee believes the selection of engagements for 
review on off-site peer reviews should not be changed. Our 
experience has been that there was a great deal of confusion 
on the selection process for off-site peer reviews for the 
first few years of the program. It is only recently that 
reviewers have begun to understand the rules as they stand 
now. We feel that a change in the selection criteria at this 
point would unnecessarily confuse reviewers with very little 
cost benefit to firms in the program.
Our committee is also opposed to the proposed requirement 
that a reviewed firm submit its letter of response to the 
team captain for review and comment prior to submission of 
the document to the State CPA Society administering the peer 
review. We feel that this additional requirement in a state 
with a large review pool, such as ours, would add a great 
deal of delay to the program. For instance, if implementing 
this requirement added an extra two steps to each review, our 
program would require over 1,000 additional steps to complete 
its peer review year. As a practical matter, this 
requirement most likely will add a significant amount of 
delay to the approval process of the peer reviews for the 
firms. In addition, we believe that this requirement would 
provide an incentive for reviewers to draft the letters of 
response. This would defeat the purpose of the letter of 
response in that the firms would not be required to go 
through the cognitive analysis required to solve their own 
problems.
If you have any questions about our comments, please feel 
free to contact me directly at my office (201) 261-0111, or 
through the State Society address above.
Sincerely,
Ronald P. Marchese, CPA
RPM/rlz
Aronowitz,
Chaiken &
Hardesty, l .l.p. Certified Public Accountants
Bernard Aronowitz, CPA (1928- 1991)
Robert Chaiken, CPA
Richard J . Hardesty, CPA
John T. McKinley, CPA
Richard R. Vestring, CPA
Jerome D. Kreger, CPA
William G. Wessendarp, CPA
Richard J . Ratterman, CPA
Jack W. Selvia, CPA  
A member of Kreston International
September 11, 1996
Mr. R. Bruce Brasell, Technical Manager
Peer Review Program
American Institute of Certified Public Accountants
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
RE: Exposure Draft - “Proposed Standards for Performing and Reporting on Peer Reviews”
Dear Mr. Brasell:
I am a qualified peer reviewer as well as a technical reviewer for the Ohio Society of CPAs. I 
would like to express my opinion on this exposure draft as follows:
Issue 1: Reviewer Service on Successive Reviews
I do not believe that a restriction should be placed on the number of successive reviews that an 
individual or firm can perform on the same firm. A company may select an independent auditor 
to perform the audit of its financial statements without any restrictions as to the number of years 
it can perform the audit. Also, to require a reviewer or firm to rotate off of the peer review job 
would not necessarily improve the quality of the review. There are good reviewers as well as 
bad reviewers; therefore, you would have an equal chance to force a good reviewer off of a job 
in favor of a problem reviewer. For these reasons, therefore, I do not believe that there should 
be restrictions on the number of times a person or firm can perform a review for the same firm. 
Issue 2: Year-End Selection on Off-Site Peer Reviews
I do believe that the criteria for determining which engagements to include in the population for 
selection during the year under review should be the same for on-site and off-site peer reviews. 
However, it is my experience that it would be easier and less confusing to use the criteria 
currently in place for the off-site peer reviews. When a reviewed firm accumulates its statistics 
for its fiscal year peer review, it analyzes its audit and accounting hours according to the 
amount of time worked in these areas during that fiscal period. However, as you know, in the 
current on-site review selection process, engagements dated within that fiscal year (i.e., the 
balance sheet date) often take place subsequent to the fiscal year end date. For example, 
December 31, 1995 engagements obviously occur during January, February and March of 
1996. Also, it is not uncommon for engagements to be delayed more than six months 
subsequent to the end of its fiscal year, especially for governmental and A-133 engagements. 
For these reasons, I feel it is beneficial to change the on-site peer review selection process to 
include engagements that were issued in the fiscal period being reviewed.
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Issue 3: Agreed-Upon Procedure Engagements Necessitate On-Site Reviews
I believe that a firm that performs engagements to apply agreed-upon procedures should be 
subject to the on-site peer review process, even in the absence of any other kind of 
engagements covered by the SASs. As you know, there are many different types of agreed- 
upon procedures, including applying agreed-upon procedures to specified financial statement 
elements. If a firm is “sophisticated” enough to perform this type of an engagement, it should 
be subjected to the quality control policies and procedures that other firms who prepare other 
audits are subject to.
Other Items
1. Clarification of reporting -  I also believe that the samples of a report and letter of comments 
included in the Standards should be clarified to show the proper reporting options when the 
reviewed firm is a sole proprietor. For example, in the review of a sole proprietor (e.g., John 
Doe, CPA) it is unclear whether the report should refer to “he” as in John Doe the individual, 
or “it” as in John Doe the firm.
2. Problem reviewers - In my experience as a technical reviewer, I believe that the problems 
we encounter with reviewers are caused, in part, because of their lack of experience in 
areas for which they are performing the peer review. For example, small practice units and 
sole proprietors often list up to sixteen areas of expertise in the firm-on-firm review directory 
booklet. And in the state reviewer directories, even more than sixteen “areas of expertise” 
can be listed. This seems highly unrealistic since it is impossible for these small firms to 
have current knowledge in all of these areas. Therefore, I feel there should be some type of 
monitoring system applied on the national and state level to limit the report codes applicable 
to the small practice units to a more realistic level.
I am in agreement with all other proposed provisions in the exposure draft. I sincerely hope 
that the new pronouncement can clarify peer review procedures for qualified peer reviewers so 
that the discrepancies and problems that we technical reviewers encounter can be greatly 
diminished.
Sincerely,
ARONOWITZ, CHAIKEN & HARDESTY, L.L.P.
William G. Wessendarp
/jg/brasell
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R. B ruce Brasell, Technical M anager
Peer Review  Program
A ICPA
H arborside Financial Center 
210 P laza Three
Jersey City, N ew  Jersey 07311-3881
Com m ents on E xposure Draft:
P roposed  A IC PA  Standards for Perform ing and Reporting
on Peer Reviews
Issue 1: Review er Service on Successive Reviews
I understand the pros and cons on repeat reviews, and feel that it is not necessary since the 
reviews are generally on a 3-year, not annual, cycle.
I  do feel, how ever, that if  it is decided to  retain the two-successive review limit that it should 
apply to  the  firm w ith which a review er is associated, not just to  the Team  Captain. Through 
years o f  experience w ith peer review  (as both a reviewer and reviewee) I know  that som e firms 
merely “ro ta te” the Team  Captain and have perform ed num erous successive reviews as a  firm. I f  
ro tation  is “good for the program ” , then it should be applied at a firm level (or any successive 
firms w ith which any o f  the team  members have been/are associated).
Issue 2: Year-end Selection on O ff-Site Reviews
I feel that the  on- and off-site reviews should use the same engagement criteria. H ow ever, I feel 
the  use o f  a  client’s balance sheet date is incorrect. I recom mend that the report date be used as 
engagem ent selection criteria for bo th  on- and off-site reviews. (This is alluded to  in ¶33.)
The peer review  process is designed to  m easure a  firm’s compliance w ith professional standards 
during the quality control under review. It does not make sense to  focus on a balance sheet date 
(but that is im portant for evaluating how  well a firm adhered to  accounting standards) in that the 
actual w ork  (audit, review  or compilation) may be performed many m onths (or even years) after 
such date. As a review er I have had to  delay several on-site reviews while the firm com pleted an 
engagem ent (e.g., E R ISA  audits w here the actuary does not complete their w ork for many 
m onths). The focus should be on a firm ’s w ork that was performed during the peer review  year.
Issue 3: A greed-U pon Procedure Engagem ents Necessitate On-Site Reviews
I feel that an on-site review  should be required for a firm that perform s any attestation 
engagem ents, including SAS 75 A greed-U pon Procedures. This w ould obviously include review  
engagem ents. M y personal experience in reviewing such engagem ents in connection w ith on-site 
reviews is that often firms are merely “getting the report right”, w ith little (o r no) w orkpaper 
support for w hat procedures w ere actually performed.
I believe that the public has an expectation that certain w ork is being perform ed to  support such 
reports, and thus they should be included in peer review. Further, it is apparent that CPA s will be 
perform ing m ore and m ore attestation engagem ents in the future, and the public will be relying on 
such engagem ents.
The A ICPA  should have the statistics, but it is my feeling that very few firms are actually 
perform ing “agreed-upon” procedures w ithout any audits also in their practice. I have also heard 
(unsubstantiated) that some firms may be issuing “agreed-upon procedure” reports on 
engagem ents that are in actually audits, in order to  avoid an on-site review.
B ottom  line —  only a firm that perform s only SSARS compilation engagem ents w ould be eligible 
for an off-site review. Alternatively, perhaps working papers should be submitted w ith a  review  
engagem ent for an off-site review?
O ther-Com m ents
Appendix F —  Illustration o f  LO R
I w ould recom m end that the illustrative LO R not include any actual findings/recom mendations. 
Through service on ou r state society’s peer review committee, I have seen num erous “copies” o f  
the  illustrative L O R  submitted by a firm, when the illustrative findings and responses had nothing 
to  do w ith their ow n review. (This is probably reflective on the Team  Captain w ho m erely gave 
the  firm a copy o f  the example w ithout any guidance.)
Edw ard E. Gray, CPA 
A IC PA  #317315, Firm  #10117853
AICPA.
■  Division for CPA Firms
September 13, 1996
Mr. R. Bruce Brasell 
Technical Manager 
Peer Review Program 
AICPA
Harborside Financial Center 
201 Plaza Three 
Jersey City, NJ 07311
Dear Mr. Brasell:
The Small Firm Advocacy Committee (SFAC) is charged with the responsibility of serving as 
an advocate for small firms, and as their voice for issues affecting their viability and 
profitability. For this purpose, small firms are defined as those firms comprised of ten or fewer 
professionals. With these roles in mind, the SFAC wishes to thank the AICPA Peer Review 
Board for the opportunity to comment on the exposure draft related to the Proposed AICPA 
Standards for Performing and Reporting on Peer Reviews, and we would like to offer the 
comments of our committee thereon.
The SFAC commends the efforts of the Peer Review Board on its work to update the Peer 
Review Standards. We recognize that the program is maturing and evolving, and we concur 
with the Peer Review Board in its updated approach to engagement selection, a risk-based 
approach to the planning and conduct of reviews, and the related reporting. Specifically, the 
exposure draft invites comments in three particular areas; the SFAC offers its concurrence with 
the first two issues, and its disagreement with the third issue.
Reviewer Service on Successive Reviews
The SFAC concurs with the elimination of the requirement that a firm must change its review 
team captain after two successive reviews. The SFAC recognizes that it is the decision of the 
reviewed firm to select its reviewer and determine if a new and fresh perspective is desirable 
for its own circumstances, and that the reviewer and the reviewed firm can determine whether 
or not an impairment of independence exists. The SFAC does, however, remind the Peer 
Review Board and the state organizations charged with the administration of the program to be 
continually watchful of reviewers who appear to be issuing an unusually high percentage of 
unqualified reports without letters of comments (i.e., #1 reports) and/or reviewers whose review 
workpapers are constantly comprised of affirmative answers without comments or exceptions 
noted. The SFAC recognizes the importance of independence in fact as well as appearance, 
which is at the heart of the integrity and success of the Peer Review program, and trusts that the 
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report acceptance bodies and the state peer review executive committees will act upon any 
situations where the appearance of lack of independence is evident.
In addition, with respect to qualifications of reviewers, the SFAC did express its concern about 
the population of certain reviewers who perform many peer reviews each year. The SFAC is 
concerned that these individuals are performing so many peer reviews that they could not have 
the time to be involved in an accounting/auditing practice and therefore could not be true peers 
to the reviewed firms, and/or that they are not devoting sufficient time to each peer review. The 
SFAC asks that the Peer Review Board consider setting an annual limit on the number of peer 
reviews that a reviewer is permitted to perform, or requiring oversight by the state executive 
committees when reviewers perform in excess of a guideline number; recognizing, however, that 
it could be practical for a reviewer to perform more off-site reviews than on-site reviews, 
because of the differences in the extent of work.
Year-End Selection on Off-Site Peer Reviews
The SFAC concurs with the Peer Review Board’s decision to achieve uniformity in the year-end 
to be utilized for the on-site and off-site programs. This change will reduce confusion for 
reviewers and reviewed firms alike, and will reduce the likelihood, to some extent, for a firm 
in the off-site program to purposely delay the issuance of certain reports to keep those reports 
out of the population to be available for sampling. Since many small firms participate in the off­
site program, many of those firms have become accustomed to having their reviews performed 
immediately following their review year-end, since the population (under the rules currently in 
effect for the off-site program) would be defined as the completed engagements. Under the new 
rules, all firms will either have to wait for those engagements to be complete, or, if another 
comparable engagement is not available to review, use an engagement from the prior year. The 
SFAC requests that firms in the off-site program be accorded the same latitude in completion 
of their reviews as firms in the on-site program, so that a current and representative sample of 
engagements can be reviewed, as that is the most beneficial and relevant to the reviewed firm 
and the report acceptance body.
Agreed-Upon Procedure Engagements Necessitate On-Site Reviews
The SFAC disagrees with the provision that would require a firm whose only engagements 
performed under any SAS are those performed under SAS No. 75 (Agreed-Upon Procedures) 
to be required to have an on-site peer review. The SFAC does believe that it is appropriate for 
such engagements to be included in the population to be reviewed, but it believes that such 
reviews can be conducted under the auspices of the off-site review program. The engagement 
selection criteria for off-site reviews can be expanded for this purpose, and reviewers would 
indicate their ability to perform reviews in this area, just as suitability of reviewers is monitored 
for industries and levels of reporting. The language of the first and the final paragraphs of the 
off-site review report can easily be modified to include a reference to agreed-upon procedures, 
as can the second paragraph of the letter of comments.
The SFAC notes that many firms, particularly small firms, made deliberate decisions to 
eliminate their audit practices because of the various cost and administrative differences between 
the on-site and off-site programs. SAS 75 is a fairly recent document, having been issued in 
September 1995, and effective for reports dated after April 30, 1996. With its recency, it is 
difficult to determine the extent to which small firms would be asked to perform agreed-upon 
procedures. However, the SFAC believes that a firm should not have an economic 
discouragement from proposing upon or accepting an agreed-upon procedure engagement, solely 
because it would move them from the off-site program to the on-site program. We wish to 
direct the Peer Review Board to paragraph 3 of SAS 75, which states that "In an engagement 
performed under this Statement, the accountant does not perform an audit and does not provide 
an opinion or negative assurance...relating to the fair presentation of the specified elements, 
accounts, or items of a financial statement. Instead, the accountant’s report on agreed-upon 
procedures should be in the form of procedures and findings." This clearly states that this is 
not an audit service, and it should not be treated as such for the purposes of determining the 
level of peer review.
It strikes the SFAC that agreed-upon procedures require many elements that are akin to a review 
of financial statements, and that reviewed financial statements come under the purview of the 
off-site review program, and would not, in and of itself, require a firm to move to the on-site 
program. The Peer Review Board may be concerned that a firm might not be fully complying 
with the procedural requirements of SAS 75. However, consider that the standards for reviewed 
financial statements also have procedural requirements, yet an off-site peer reviewer has limited 
opportunity to determine if those requirements have been complied with. In contrast, in a SAS 
75 engagement, the peer reviewer can learn exactly what the firm did and what the findings 
were, just by reading the report. Accordingly, it is not necessary for a peer reviewer to visit 
the firm’s office or review its working papers in order for the reviewer to determine if the 
requirements of SAS 75 were being complied with. A qualified off-site reviewer can review a 
firm’s report under SAS 75 and indicate if the report appears to conform with the requirements 
of professional standards in all material respects, just as he or she can with a review level 
engagement.
Certainly, an argument could be put forth that a firm would receive a greater benefit from 
having an on-site review that examines its system of quality control; however, that is irrelevant, 
as this argument could be made to eliminate the off-site program altogether. The two programs 
exist because there are differences among firms, the nature of the services that they provide, and 
the economics of their practices. The SFAC is concerned that this part of the proposed 
standards for Peer Review will effectively prevent many small firms from accepting agreed-upon 
procedure engagements, which creates an unnecessary competitive disadvantage for those firms.
Conclusion
The Small Firm Advocacy Committee calls upon the Peer Review Board to move forward with 
the adoption of the new standards, with the exception of the items related to SAS 75 as set forth 
in this letter. In that regard, the Small Firm Advocacy Committee calls upon the Peer Review 
Board to revise the proposed standards accordingly. Representatives of this committee would
welcome the opportunity to speak with you, to discuss this matter further. 
Thank you for allowing our committee to comment on this exposure draft.
Sincerely,
David E. Schlotzhauer, CPA 
Chair
Small Firm Advocacy Committee
cc: J. Mason Andres
James G. Castellano
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PROPOSED AICPA STANDARDS FOR PERFORMING
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Comments by: Louisiana Society of CPAs
Auditing and Accounting Standards Committee
Keith Besson 
John Cameron 
Jon Flair 
Judson McCann, Jr.
Mary Sanders
Response submitted by: Mary Sanders
Issue 1: Reviewer service on successive reviews
Four of the five responding members agree that the number of successive 
reviews a firm or individual can perform should not be restricted. One 
member felt that a restriction should apply at the reviewer firm level 
and limit it to no more that three successive uninterrupted reviews of 
the same reviewed firm.
Issue 2: Year-end selection on off-site peer reviews
All responding members agree that both on-site and off-site reviews 
should use the same methods for determining which engagements to 
include in the population for the year under review.
Issue 3: Agreed-upon procedure engagements necessitate on-site reviews 
Four of the five responding members agree that if a firm performs any 
type of engagements covered by Statements on Auditing Standards (SAS) 
must have an on-site peer review. One member felt the performance of 
engagements to apply agreed-upon procedures in accordance with SAS No. 
75 should not mandate an on-site peer review in the absence of any other 
kind of engagements covered by the SASs.
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Mr. R. Bruce Brasell, Technical Manager
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Harborside Financial Center
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RE: Exposure Draft - Proposed AICPA Standards 
for Performing and Reporting on Peer Reviews
Dear Mr. Brasell:
The ultimate goal of a peer review is to help ensure that a standard of quality is maintained in accounting and auditing 
services throughout the profession. Since a peer review is not totally dissimilar from an attest engagement, 
restrictions on the number of reviews a firm could participate in would not be beneficial. However, limiting the reviews 
performed by a team captain would not necessarily be a detrimental proposition.
Given, opinion shopping and reciprocal reviews will always be potential problems that could go undetected, but firm 
retention has benefits for both the reviewed and reviewing firms. CPA firms are often retained because of the 
familiarity with a business, the quality of work, and, of course, cost. Peer reviews are no different. With a familiarity of 
the reviewed firm, the reviewing firm can offer a more efficient, cost-effective review. The reviewed firm spends less 
time and money familiarizing a new team with its engagements and quality control procedures while the reviewing 
firm has more time, and possibly staff, to do more reviews or other engagements. Restricting the number of reviews 
a firm could conduct would be similar to restricting the number of audits a firm could do for a client.
Limiting team captains to two or three reviews of a firm could ensure that quality reviews are maintained. In the case 
of an attest engagement, the audit supervisor, who may or may not be a partner, often develops a relationship with 
the manager or the controller of the client. This relationship may eventually lead to skepticism about the supervisor’s 
independence, objectivity, and integrity. Further, a supervisor or team captain who has performed the same service 
for the same client may, in time, take certain aspects for granted or miss details. Limiting the number of reviews for a 
team captain could alleviate both problems.
In sum, an efficient, cost-effective review can be achieved through placing no restrictions on the number of times a 
firm may perform a review for another firm. The quality and thoroughness of a review, which relates directly to 
achieving the goal of quality engagements by other firms, can be obtained by limiting (to two or three) the number of 
times a team captain participates in the review of a firm.
Sincerely,
MERIWETHER, WILSON AND COMPANY, P.L.C. 
Certified Public Accountants
MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
F R A N K  J. M E Y E R S
CERTIFIED PUBLIC ACCOUNTANT
September 11 , 1996
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M r. R. B ruce Brasell, Technical M anager 
A IC PA  Peer R ev iew  Program  
H arborside F inancial C enter 
201 P laza Three
Jersey C ity, N ew  Jersey 07311-3881
D ear M r. Brasell:
This letter is in  response to your request for com m ents on the Exposure D raft entitled 
“Proposed  A IC PA  Standards for Perform ing and Reporting on Peer R eview s,” dated 
June 2 6 ,  1996.
I ssue  1: R ev iew er S erv ice  on  Successive R eview s
I believe that no restrictions should be p laced on the num ber o f  successive review s an 
individual o r firm  can perform  on the sam e firm. The entities w ho currently  adm inistrate 
the peer rev iew  program  have adequate oversight procedures in  p lace to  overcom e any 
concerns they m ay have regarding successive peer review s perform ed by the sam e 
review er o r firm . M em ber firm s should be perm itted  to choose a review er as frequently  as 
they w ish  as is the case w ith  clients who select their outside auditors.
Issue  2: Y e a r-e n d  S elec tion  on  O ff-S ite  P e e r  R eview s
I agree that the  criteria  for determ ining w hich engagem ents to include in  the population  
for selection  during the year under review  should be the sam e for bo th  on-site and off-site 
peer review s. T he Peer R eview  B oard should consider w hich criteria  w ill resu lt in  the 
best m ethod  o f  selection o f  engagem ents in order that the rev iew ed .firm cannot 
system atically  exclude a  particular engagem ent(s) based upon the criteria  the review er 
m ust use. I also believe that the review ed firm  should sign a statem ent indicating that it 
has answ ered  fully to the question o f  w hich engagem ents fall w ith in  the criteria.
Issu e  3: A g re e d -U p o n  P ro c e d u re  E n g ag em en ts  N ecessitate  O n -S ite  R eview s 
I believe that the perform ance o f  engagem ents to apply agreed-upon procedures in 
accordance w ith  SAS N o. 75 should m andate an on-site peer review  in the absence o f  any 
other k ind  o f  engagem ents covered by the SASs because m any o f  the professional 
standards applicable to  regular audit engagem ent apply to SAS N o. 75 engagem ents, 
nam ely adequately  technical training and proficiency, independence, due care, planning, 
and supervision.
V ery tru ly  yours,
FRANK J. MEYERS, CPA
MEMBER
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
D IV IS IO N  FOR CPA FIRMS, PRIVATE COMPANIES PRACTICE SECTION
NEW  JE R SE Y  SOCIETY O F C E R TIFIED  PU BLIC ACCOUNTANTS
PIERCY, BOWLER, 
TAYLOR & KERN
Certified Public Accountants & Business Advisors________
A Professional Corporation
September 13, 1996
Telephone: (702) 384-1120 
Fax: (702) 870-2474
Mr. R. Bruce Brasell, Technical Manager 
Peer Review Program, Practice Monitoring Division 
American Institute of Certified Public Accountants 
Harborside Financial Center
201 Plaza Three
Jersey City. New Jersey 07311-3881
Dear Mr. Brasell:
Following are our comments on the AICPA Peer Review Board's exposure draft, Proposed AICPA  
Standards fo r  Performing a n d  Reporting on Peer Reviews.
SPECIFIC ISSUES FO R CO M M E N T
We fully concur with the Board's conclusions on identified Issues 1 and 2.
On Issue 1, we believe that the former requirement to rotate team captains not only caused practical 
difficulties for small firms who have come to trust a peer reviewer, but unjustifiably created a 
negative impression of the profession, its self-monotoring program and the reviewers who 
implement it, by implying that there is more than a remote probability that a reviewer's 
independence and objectivity might be impaired by a continuing relationship. If such rotation is not 
required for independent auditors, why should it be necessary for peer reviewers?
On issue 2, there are practical difficulties associated with selecting any one of the three possible 
dates (the balance sheet date, the report date or the issue date) to define the peer review year. 
Conceptually, the issue date makes the most sense, but rarely is the issue date recorded in a way that 
would readily enable determination of the population of engagements from which to select. 
Nevertheless, we believe it is sufficiently advantageous, for practical reasons, to choose the same 
defining date for both on-site and off-site peer reviews, and we agree that the balance sheet date is 
the most readily available on a consistent basis among enrolled firms.
As regards Issue 3, since no assurance is issued in connection with agreed-upon procedures 
engagements, we do not agree that the occurrence of such an engagement should result in a need for 
an on-site review that is not otherwise required. Because this land of engagement is relatively low 
risk and unusual, we believe it is unlikely that formal quality control procedures specific to this 
service will be encountered, thereby resulting in an inordinately large number of modified reports. 
We believe, however, that agreed-upon procedures engagements, whether performed under 
Statements on Auditing Procedures (SAS) No. 75 or Statements on Standards for Attestation
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Engagements (SS AE) No. 4  (see the following comments regarding paragraph 4), should require the  
perform ance o f  an  off-site review.
O T H E R  C O M M E N T S
P a ra g ra p h  4 —  W e believe there is no  justification for excluding any SSA E engagem ents, o r  any 
o ther a ttest services governed by o ther authoritative literature, from  the  definition o f  "accounting 
and  auditing practice", thus, excluding them  from  exposure to  peer review, w hether the subject 
m atter o f  the assertions attested  to  is financial o r nonfinancial, prospective o r historical, o r  w hether 
o ther services are  o r are n o t perform ed w ith regard to  the  client’s financial statem ents. Perhaps an 
exclusion  o f  SSA E services m ade sense w hen these standards w ere new  —  but n o w  they  a re  ten  
years old. W e believe such an exclusion to  be  contrary to  the objective o f  the  practice m onitoring 
program s and, therefore, the  public interest.
Accordingly, w e believe the reference to  SSAE should no t be limited to  A T § 200, and th e  follow ing 
additional lim iting language should be deleted :
"... attest services on  financial inform ation when the firm audits, review s o r com piles 
the  historical financial statem ents o f  the  c lie n t...”
In  addition, th e  use o f  th e  term  "attest services" in the  quoted passage is quite am biguous and, 
there fo re , confusing and easily m isinterpreted. I f  this reference is intended to  m ean services th a t 
are  governed by the attestation standards (SSAE), it is rather paradoxical because, except fo r  the  
review  service w ith respect to  specified elements, accounts o r  items o f  a  financial statem ent (A R  § 
9100.28), those standards govern services performed only w ith respect to  n o n fin a n c ia l  inform ation. 
A ttest services perform ed with regard  to  financial information are governed by  SAS and, fo r m ost 
review s, Statem ents on Standards fo r A ccounting and Review  Services (SSA RS). Since SA S and 
SSARS are included in paragraph 4, without qualification, this additional language is redundant and, 
th ere fo re , unnecessary (unless intended to  refer to  SSAE). O n the  o ther hand, i f  certain  SSA E 
services are to  be  excluded, clearer language is needed.
P a r a g r a p h  18c —  W e believe that the industry reference in the definition o f  "recent" in footnote 5 
is inconsistent w ith paragraph 18c (which it purports to  interpret) and confusing, since paragraph 18c 
m akes no reference to  any industry. (Use o f  the words "that industry" in the footnote without an 
an teceden t compells the  reader to think, "What industry?") Apparently, these w ords are intended to  
m ean  th a t o f  th e  client entity that w as selected for review. However, the requirement that a  reviewer 
have "recent" (as precisely defined) experience in the subject industry is inappropriately arbitrary and 
limiting.
F o r one thing  not all industries have complex or unique characteristics requiring specialized 
knowledge, and not all engagements selected for peer review have the same degree o f  risk o r 
significance to  the practice o r the peer review. For example, is the same level o f  experience required 
to  review a  compilation as for an audit —  or for an audit o f  a  troubled financial institution o r insurance 
carrier as for a  merchandise wholesaler, whether small o r large?
M r. R. B ruce Brasell, Technical M anager
P eer R eview  Program , P ractice M onitoring Division
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In addition, a  capable and responsible professional w ith sufficient experience (even i f  m ore than  five 
years o ld) in a  specialized industry, o r know ledge thereo f otherw ise obtained, can, should and will 
take the trouble to  update  his o r her know ledge (which ordinarily will no t take  a g rea t deal o f  tim e) 
as necessary to  be effective as a  reviewer. There is no reason to  believe th a t industry experience less 
than five years old will even reasonably assure a  m ore effective review  than  one perform ed by  such 
an individual, w ho is commited to  the due care and com petency standards discussed in the  following 
paragraph . The result o f  such an arbitrary, limiting provision will be to  cause small peer review s 
to  be overstaffed, inefficient and, therefore, unnecessarily expensive.
W e w ould prefer to  see the peer review standards speak m ore o f  the  reviewer's responsibility to  have 
or ob ta in  the  necessary know ledge to  perform  the review effectively, consistent w ith  the  concepts 
contained in Article 5 and R ule 201 o f  the  C ode o f  Professional C onduct (ET  §s 56.02-.03 and 
201.01 A). A n arbitrary requirem ent such as in footnote 5 is no t a  satisfactory substitu te fo r the 
individual's professional responsibility under Article 5 and Rule 201 to  assess one's ow n  com petence 
and decline to  accept any assignm ent for which he or she is no t qualified. (See also the  following 
com m ent regarding paragraph 21.)
P a r a g r a p h  21 —  W e believe paragraph 21 should be expanded to  suggest tha t a  review er m ay 
likewise be assisted by  an industry specialist w ho, in some other respect, m ay not b e  fully qualified 
to  perform  the review.
P a r a g r a p h  2 3 a  —  W e believe the  Board should reconsider the present requirem ent that a  team  
captain be an ow ner o f  a  firm. W e believe there  are quite a  large num ber o f  firms tha t em ploy highly 
experienced nonow ners, frequently called "principals", in practice roles equivalent to  those  o f  its 
ow ners in  duties and authority w ith regard to  professional m atters. Oft en, these are th e  m ost 
technically qualified people to  serve as team  captains and reviewers and are  not firm ow ners m erely 
because they  do n o t bring in o r control a  sufficient am ount o f  client business. These are econom ic 
considerations that influence the  ownership o f  practice units but should have nothing to  do  w ith  the 
practice monitoring programs. In  fa c t, th e  requirem ent has no  substance, since it is easily overcom e 
by a llocating  only a  nom inal ownership interest to  such an individual. I t  should b e  dropped  and 
replaced w ith  a  requirem ent fo r one to  function in an enrolled firm w ith the authority  o f  an ow ner 
w ith respect to  professional m atters.
P a r a g r a p h  23c —  W e am  aware o f  a  number o f  individuals w ho provide substantial technical 
consu lting  services to  a  variety o f  firms, but are not sufficiently involved in the practice to  be viewed 
as responsible o r penalized, in any way, for peer review results. Very often, these services are 
contracted for as part o f  a  remedial program after a  modified report has been rendered. Therefore, w e 
believe the term  "associated" should be defined as participating in the practice at a  "supervisory level", 
as tha t term  is used in paragraphs 18d and 92a, clearly excluding outside consultants from  its scope.
P a ra g ra p h  33 —  W e believe many peer reviews are performed on a  calendar year basis. Since most 
annual client financial statements are likewise prepared on a  calendar year basis, this is a  "natural" fit. 
However, because o f  peak workloads at that tim e o f  year, reviewers and reviewees, alike, are too  busy 
for peer reviews, and many calendar year financial statements that aren't issued until April, M ay or June, 
especially audited financial statements o f  closely held companies, would be unavailable to  be reviewed.
M r. R. B ruce Brasell, Technical M anager
Peer R eview  Program , P ractice  M onitoring Division
P age  4
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F o r these  reasons, it is inherently impractical to expect a  peer review  to  be conducted w ithin th ree 
o r four m onths after D ecem ber 31, and administering entities w ould b e  besieged w ith requests fo r 
exceptions. Further, each administering entity has already established a  deadline fo r virtually every 
peer review. T hese deadlines are  com m unicated to  both  reviewee and review er and are  ordinarily 
m ore generous than  the proposed  standard. Besides, a  standard that is qualified by a  w ord  such as 
"[o]rd in a r ily "  is n o t a  standard —  it is merely a guideline. The fact that, in th is case, it can be 
expected to  be honored mainly in the breach, m akes it not a  very useful guideline.
A ccordingly , w e believe that the timing o f  a review should be solely an administrative m atter, that it 
need not be dealt w ith in the  standard, and that, therefore, the second sentence in paragraph 33 should 
be deleted. Instead, the standard might say, "The review should be performed within a  reasonable 
time, as determined by the administering entity, following the end o f  the peer review year."
D irec to r o f  Quality C ontrol Services
David J. Rowe, CPA,
Minnesota Society of CPA's Technical Reviewer 
5815 Oxford Street 
Shoreview, MN 55126
September 13, 1996
R. Bruce Brassell
Technical Manager, Peer Review Program, AICPA 
Harborside Financial Center 
201 Plaza Three
Jersey City, NJ 07311-3811
Dear Mr. Brassell:
I am writing in response to the exposure draft on Proposed A ICPA 
Standards for Performing and Reporting on Peer Reviews. The 
comments are my own comments and do not reflect the position of 
the Minnesota Society of CPA's. My comments on the issues 
specifically requested for comments are as follows:
ISSUE 1: REVIEWER SERVICE ON SUCCESSIVE REVIEWS
I am in favor of the proposal since it allows smaller firms with 
one reviewer or a few reviewers to compete with larger firms that 
may have several reviewers. In addition, it allows for fair 
competition in the marketplace by allowing firms to select their 
reviewer without restrictions imposed by the AICPA. I believe 
that most firms desire value in the peer review process in 
addition to the report and LOC and will seek out qualified 
reviewers to assist the firm in its practice. In addition, this 
proposal should also assist in developing long-term relationships 
with reviewed firms that should benefit all parties involved in 
the peer review process.
ISSUE 2: YEAR-END SELECTION ON OFF-SITE PEER REVIEWS
I am not in favor of this proposal. My reasons are that I believe 
that we have reached a point where the majority of reviewers 
understand the distinction between engagement selection in off- 
site reviews and on-site reviews. It has taken a considerable 
amount of time in my opinion to reach this point and now that it 
is universally understood, changing the selection criteria would 
only add to the confusion in my opinion.
ISSUE 3: AGREED UPON PROCEDURE ENGAGEMENTS NECESSITATE ON-SITE
REVIEWS
I am definitely in favor of this proposal. These engagements are 
performed under current auditing standards and there is no valid 
reason in my opinion that they should be handled any differently 
for peer review purposes than an audit of a historical financial 
statement.
OTHER COMMENTS:
RISK BASED APPROACH TO SELECTION OF OFFICES TO BE VISITED AND
I am strongly in favor of this proposal to apply the sam e 
criteria in office selection and engagement selection as is 
currently used for SECPS reviews. Although this approach has been 
encouraged in the peer review program, there are notable 
exception which I have seen that should not occur. A risk based 
approach would result in higher risk offices being visited and 
the higher risk engagements being selected which should improve 
the peer review program.
REQUIREMENT FOR REVIEWED FIRM TO SUBMIT ITS LETTER OF RESPONSE TO
THE TEAM CAPTAIN:
I am not in favor of this proposal. As a result of the technical 
review process, a revision to the letter of comments is sometimes 
requested. Often, this revision is due to a request to include a 
recommendation that the reviewed firm obtain additional
continuing professional education in an area which the firm has 
been experiencing problems. If the reviewed firm has been asked 
to modify its response once by the reviewer and again by the 
technical reviewer as a result of a revision to the letter of 
comments, some resentment to revision requests may be
encountered. This situation will not be beneficial to the peer 
review program. In my opinion , the current system is operating 
efficiently and most team captains see the letter of comments 
before submission to the administering entity. I see no reason to 
change a system/ process that is working properly now.
Georgia Society of CPAs 
Peer Review Executive Committee
Response to 
EXPOSURE DRAFT
"Proposed AICPA standards For 
Performing and Reporting on Peer Reviews”
1) Page 26-27, para. 57-b - Should indicate "select one 
engagement for each owner of the firm responsible for the 
issuance of a full disclosure report".
2 ) Page 26, para. 57 - Agree that on-site and off-site year- 
ends should be selected in same manner.
3) Specific Issues for Comment, Issue 1 (front of booklet) - 
Proposed standards remove limitation on successive reviews. No 
realistic problem with this; however, it does put more emphasis 
on the state society to monitor reviewers performing oversight 
procedures and reporting problem reviewers.
4) Page 10, para. 45 - Agreed-upon-procedures will require on- 
site reviews under proposed standards. We agree with this 
approach.
5) Page 19, para. 34 - Black-out period - Reviews scheduled to 
be completed in January - April, the society has broad discretion 
in selecting year-end and should work with the firm to establish 
best year-end given the facts and circumstances. Consideration 
should be given to GAO and State Board requirements for firms. 
Society should set parameters for moving date (extension or 
acceleration). The parameters should be set such as 3 or 4 
months move either side of due date. Proposed standards in the 
exposure draft will require approval for change in year-end on 
subsequent reviews after this selection is made. Care should be 
exercised in making this selection.
6) Page 33 - State society should be performing oversight and 
on-site oversight and processing letters for problem reviewers. 
Set policy for issuance at first letter to problem reviewers. 
Agreed.
S e p te m b e r, 1996
Peer Review Program
American Institute of Certified Public Accountants
Administered by the
Alabama Society of CPAs
Septem ber 6, 1996
R. B ruce Brasell, Technical M anager
Peer R eview  Program
AICPA, H arborside Financial Center
201 Plaza Three
Jersey City, N J 07311-3881
D ear M r.Brasell:
This letter is to  inform you that the Alabama Society Peer Review  Com m ittee supports the 
Exposure D raft “P ro p o sed  A IC P A  S ta n d a rd s  fo r P e rfo rm in g  a n d  R e p o rtin g  on  P ee r 
R eview s” dated June 26, 1996.
Sincerely,
John William Kellum, III, CPA  
Chairman, Peer Review  Com m ittee
P.O. Box 5000, Montgomery, AL 36103 (334) 834-7650 • fax (334) 834-7310 
1103 South Perry Street, Montgomery, AL 36104
The CPA.   Never Underestimate The Value.SM
P eer Review Program
Adm inistered fo r Texas and Utah
A Texas Society ofCPA Certified Public Accountants
Septem ber 11, 1996
Peer R eview  B oard 
A m erican Institute o f  CPAs 
H aborside F inancial Center 
201 P laza Three 
Jersey C ity, N J  07311-3881
D ear Sirs:
This letter is the response o f  the  Texas Society o f  C PA s’ Peer R eview  C om m ittee to  the 
exposure draft relating to the “ Standards for Perform ing and Reporting on  Peer R eview s” .
Issue 1: Reviewer Service on Successive Reviews
The Com m ittee feels that, w hile there could be advantages to the ro tation o f  review ers, the 
requirem ent conflicts w ith  the general practice in the profession that the C PA  or the client should 
be the one to  d iscontinue the service o f  the  accountant. W e do not tell our clients to  get another 
auditor after tw o years; w hy should w e tell the firm  that they m ust get a  new  review er after tw o 
review s? W e support the rem oval o f  restrictions on num ber o f  consecutive review s.
Issue 2: Year-End selection on Off-Site Peer Reviews
The C om m ittee believes that the  current rules have been confusing, although they  seem  to  be 
understood after th is length o f  tim e. It believes that the  review  year-end selection criteria  should 
be consistent betw een the tw o types o f  review s and that firm s m aintain their data concerning 
clients and engagem ents in  a  m anner that w ould be m ore consistent w ith  the selection criteria  for 
on-site review s. Therefore, w e support the change o f  the year-end selection for off-site review s 
to  be consistent w ith  on-site review s.
Issue 3: Agreed-Upon Procedure Engagements Necessitate On-Site Reviews
This issue w as the m ost controversial in  our com m ittee o f  the three specific issues o f  the 
exposure draft. The general consensus o f  the com m ittee, and thereby the official com m ent o f  the 
com m ittee, w as that agreed-upon procedure engagem ents should result in  an on-site review . 
D iscussion centered around the SSARS review  engagem ent having certain  procedural 
requirem ents tha t cannot be review ed through an off-site review  sim ilar to  the agreed-upon
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procedure engagem ent. The conclusion to agree w ith  the Board on this issue centered around the 
fact that a  S tatem ent on A uditing Standards provided the guidance for practitioners on th is type 
engagem ent.
Other Comments on Specific Sections of the Exposure Draft
P aragraph 10: This section deals w ith  client confidentiality and com m unication w ith  the
clients o f  the  review ed firm  concerning the review. The w ording o f  th is section seem s to  im ply 
that som e type o f  com m unication is required or at least recom m ended. W e have had several 
firm s over the years try  to use client confidentiality as the reason that they could not be review ed. 
This needs to  be expanded in  som e m anner so that the firm  understands that client perm ission  is 
no t a  requirem ent and i f  the review ed firm s have questions they should contact the adm inistering 
entity to determ ine i f  there is an exception to  confidentiality in  their state board  rules.
Paragraph 19: The section deals w ith  review er experience in  industry. The th ird  sentence
o f  the section states that the review er m ay be called upon to ju stify  w hy he or she should be 
perm itted to  review  engagem ents in  that industry. The com m ittee believes that sentence should 
be changed to read, “I f  the review er does not have such experience, the review er w ill n o t be 
considered qualified to  perform  such a  review ”. There is no reason to allow  review ers to  ju stify  
their qualifications w here they  do no t m eet the requirem ent o f  having current practice experience 
in  a  h igh-risk  and com plex industry. This puts the adm inistering state C PA  society in the  
position  o f  having to  tell a  review er that he does no t have the necessary qualifications w hen  the 
decision should be the review er’s. A t a  m inim um  i f  this section rem ains unchanged, any 
approval o f  a  m arginally  qualified review er m ust be done prior to the com m encem ent o f  the 
review.
Paragraph 23c: The com m ittee believes that this qualification should not be lim ited  to the
team  captain  bu t should  also apply to a  team  m em ber. A s such this paragraph should be m oved 
to  Paragraph 18e. There does not appear to  be a reason that a  team  m em ber should be from  a 
firm  that has no t received an unqualified  report on  its m ost recent review . A s w orded, it refers to 
“unqualified  reports on  its system  o f  quality  control.” This w ould elim inate the use o f  som eone 
w hose firm  only does review s and com pilations on an on-site review.
Paragraph 49: U sing the risk  based approach to the selection o f  engagem ents and  offices
to review  allow s the review er to  use his professional judgem ent in that selection process. W hen 
it is all bo iled  dow n to  the “nitty  gritty” , it does not constitute a  real change from  the prior 
selection process. The com m ittee feels the 5 to 10 percent general guidelines o f  the accounting 
and auditing hours should rem ain  in  th is paragraph or as a  footnote thereto. This guidance 
should be expanded to  give a  better definition o f  w hat is expected to be reviewed. It m ay be 
sufficient to  say that a  rev iew  on  a firm  w ith  a poorly designed system  o f  quality  control should 
have a h igher degree o f  substantive testing than  a review  on a firm  w ith  a good system  o f  quality
control.
Paragraph 54: The w ording o f  this paragraph refers to an exam ination o f  the financial
statem ents. The m ore appropriate w ording w ould be an audit o f  financial statem ents.
Paragraph 57: This paragraph deals w ith  the engagem ent selection criteria for an  off-site
review . In effect, it decreases the num ber o f  engagem ents to be review ed by allow ing the 
potential for a  partner issuing full disclosure statem ents to not have any o f  those statem ents 
selected for review . W e feel that th is is a  critical error in  the criteria. B y not review ing full 
disclosure financial statem ents issued by all partners, the firm  could very likely have a  partner 
that is putting  out substandard w ork  and the review  w ill no t catch the problem . W e believe the 
engagem ent selection criteria for off-site review s should not be changed.
Paragraph 77: This paragraph deals w ith  letters o f  response. W e believe th is paragraph
should be expanded to include a  com m ent that any disagreem ents should, i f  at all possible, be 
resolved prior to  the issuing o f  the letter o f  com m ents. I f  the review er and review ed firm  finally 
agree to disagree, the  review ed firm  should include in the letter o f  response the reasons for 
disagreem ent.
Paragraphs 85 through 91: These paragraphs deal w ith  evaluation o f  review ers. It is the 
position  o f  the com m ittee that th is inform ation should be a part o f  the adm inistrative m anual and 
not a  part o f  standards. By placing th is in  the standards, it w ill allow  the review er to  argue over 
any actions that a  com m ittee m ay require o f  h im  that is no t specified in the standards. (IE: the 
fee to be charged for oversight has been  set in  the standards. W e currently have a  d ifferent 
arrangem ent w ith  a  review er that w ould  be in  conflict w ith  the standards as proposed.) The topic 
o f  review er evaluation should be covered by Paragraph 85 and the first tw o sentences o f  
Paragraph 86. The rest o f  these paragraphs should be in  the adm inistrative m anual only.
If, how ever, the B oard determ ines to  leave these paragraphs in  the standards, the follow ing 
changes should be m ade:
a. Paragraph 86 - “ .....The com m ittee m ay require the review er to  com ply w ith
certain  actions, such as the fo llow ing,...” should be changed to “ .....The com m ittee m ay require
the review er to  com ply w ith  certain  actions, such as, bu t not lim ited to, the fo llow ing” . W e 
believe the in tent is to  say that th is list is not all inclusive, how ever, som e readers w ill try  to 
interpret it o therw ise especially i f  it is to  their advantage.
b. Paragraph 91 - The last full line has a typographic error. A t the end o f  the line, it 
should read either “to be taken” or “to take”.
A ppendix  E, Page 48: The revision rem oves the finding on inadequate reference library.
This is a  com m on finding and should rem ain in  the exam ples. The quality control elem ent w ill
need to be changed to com ply w ith revised quality control standards.
A ppendix J, Page 60: The B oard and our com m ittee has discouraged the use o f  acronym s
from  the beginning o f  the program . This exam ple uses one, even though it is defined earlier in  
the letter. W e believe acronym s should not be used in the exposure draft, especially in  exam ples 
as it contradicts the position  previously taken on this issue.
One issue not specially addressed in  the exposure draft is w hen and how  attestation engagem ents 
w ill be selected for review. There is specific guidance provided for the selection o f  audits, 
review s, and com pilations, how ever, attestation engagem ents are not m entioned except that the 
peer review  is to include those engagem ents. W e recom m end that such guidance be provided in 
the standards.
I f  you need additional inform ation or explanation, please contact Jerry Crisp at 214/687-8565.
Sincerely,
K athleen A. N utter, Chair
Peer R eview  Com m ittee
AICPA
Peer Review  Program
American Institute of Certified Public Accountants 
Administered by the
Colorado Society of CPAs
Septem ber 11, 1996
R. B ruce Brasell, Technical M anager
Peer Review  Program
A IC PA
H arborside Financial C enter
201 P laza Three
Jersey City, N J 07311-3881
Re: Exposure Draft: P R O PO SE D  A IC PA  ST A N D A R D S F O R  P E R F O R M IN G  A N D
R E P O R T IN G  O N  P E E R  R E V IE W S, June 2 6 , 1996
D ear M r. Brasell:
T he P ee r Review  B oard o f  the  C olorado Society o f  CPAs has reviewed the  above referenced 
E xposure D raft and w ould like to  offer the  following comments:
ISSU E 1: W e support the B oard’s position. W e believe that the determ ination o f  ro ta tion  should be 
w ith the review ed firms.
IS S U E  2: A lthough the new  policy represents a  reversal o f  an existing policy, w e believe that 
consisten t policies in all types o f  peer reviews are better for the program . W herever possible, the 
criteria for engagem ent selection for bo th  on-site and off-site reviews should be the same.
ISSU E  3: A greed-U pon Procedure E ngagem ents Necessitate O n-Site Reviews. The P eer R eview  
Board discussed this issue at length and did not reach a consensus. The final B oard  vo te  resulted in 
a  6 to  6 split, w ith both sides strong in their decision. W hatever decision is reached on this issue, the  
s tandards should be clear as to  selecting agreed upon procedure engagem ents fo r off-site 
engagem ents.
Other Comments
1) W e believe that paragraph 34 should be am ended to  m irror the w ording o f  the  SECPS 
Section, so that a firm may change its peer review  year by three m onths w ithout any approval 
required. This w ould eliminate a difference betw een the types o f  reviews within the program .
2) Regarding paragraph 57 concerning the proposed decision to  reduce the requirem ent to  select 
d isclosure engagem ents, w e do not concur. The majority of the Peer Review Board did not 
believe the program should reduce the required number of engagements for selection.
The Never Underestimate The Value.SM
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3) W e concur with the recom mendation in paragraph 77 to  require the reviewed firm to  submit 
their letter o f  response to  the Team Captain/Reviewer. H ow ever, it is not clear w hat responsibilities 
th e  T eam  Captain/Review er assum es and w hether they are to  inform the administering entity o f  
concurrence o r disagreem ent. W e believe this procedure should m irror the  SECPS procedure for 
letters o f  response as described in Section 2300.02 o f  the SECPS Reference M anual.
4) W e believe the last sentence o f  paragraph 81 needs to  be am ended to  allow  the administering 
entity to  “accept the report p rov ided  that the reviewed firm evidence its agreem ent to  the  additional 
ac tions o r m onitoring procedures in writing w ithin a reasonable period o f  tim e” . T o  require the 
adm inistering entity to  await the agreem ent o f  the reviewed firm and then bring the review  back to  
an acceptance body is unnecessarily burdensom e on  the administering entity.
5) On page 47 o f  the Exposure D raft, a  new  letter o f  com m ents example has been added under 
th e  header M onitoring. W e believe that consideration should be given to  revising the  w ording to  
adop t the new  concept. W e suggest w ording such as . . .  engagem ents se lec ted  under the f i r m 's  
m onitoring process. W e believe the  example should be broad enough to  include other approaches.
The C olorado Society o f  CPA s Peer R eview  B oard appreciates the opportunity  to  com m ent and 
would be willing to  discuss any issue m entioned in our response at length. Please do not hesitate to
contact us.
Sincerely,
Jam es L. Comisky, CPA 
Chairm an
P eer Review  B oard 
C olorado Society o f  CPAs
Joseph F. O'Brien, p .c .
Certified Public Accountant 
59 East Broadway 
Derry, New Hampshire 03038 
(603) 434-7500 • Fax (603) 432-0777 
Internet: 71203.2255 @  compuserve.com
September 12, 1996
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
On June 26, 1996, the AICPA Peer Review Board issued an exposure draft entitled AICPA Standards 
for Performing and Reporting on Peer Reviews. If finalized, the proposed Standard would supersede 
the Standards for Performing and Reporting on Peer Reviews. The AICPA Peer Review Board issued 
this proposed Standard to update the Standards for Performing and Reporting on Peer Reviews for the 
recently revised Statements on Quality Control Standards. In addition, they feel that the AICPA peer 
review program has been in existence for over six years, and the AICPA Peer Review Board believes 
it is appropriate to reevaluate the overall guidance provided in these standards.
Before reviewing my specific comments, I think it is appropriate for you to understand that I am a strong 
proponent of peer review. I personally favor the expansion of peer review to cover a broader range of 
services commonly offered by CPAs. In particular, I would favor peer review standards which would 
cover tax practice. While I realize that the tax services we provide are in no way related to the purpose 
for which our licenses were issued, I believe that tax practice is a service which is so closely aligned 
with our profession, that a lack of quality service in this area of practice does cast a unfavorable shadow 
on our profession.
Overall, I believe that peer review is a concept which is embraced by the public, evidenced by the 
significant number of states which do or will require participation as a condition of continued licensing. 
It reenforces a belief of the public that our profession continues to merit the public trust. I believe that 
peer review can also be of extraordinary value to reviewed firms by not only insuring greater compliance 
with standards, but by introducing new, refreshing and contemporary ideas to firms.
Below are my specific comments on matters contained within the proposed standard.
1. I believe that in addition to the types of engagements encompassed in the definition of "An 
accounting and auditing practice" as described in paragraph 4 of the proposed standard, the 
definition should include such engagements which are performed pursuant to the standard itself.
By including engagements performed pursuant to peer review standards in the definition of an 
accounting and auditing practice, such peer review engagements would become subject to that 
firm’s peer review. I believe that would virtually eliminate the need for state CPA societies 
administrative boards and reviews. I believe that maintaining such bodies places an 
extraordinary burden upon reviewed firms, which in financial terms, has in some instances 
exceeded the cost of complying with every other aspect of the peer review standards.
2. In footnote 1 to the proposed standard, the Peer Review Board has created a dangerous 
weakness in the standard by saying "SSARS which provide an exemption from those standards 
in certain situations are likewise excluded from this definition of an accounting and auditing 
practice for peer review purposes."
I believe that the intent of the Peer Review Board (PRB) was to exempt certain engagements 
performed under SSARS, specifically, personal financial statements and personal financial 
plans, from peer review standards. I believe that this is best accomplished by specific and 
affirmative statements exempting specific services from peer review, not by installing "blanket" 
language which would place the Accounting and Review Services Committee (ARSC) in the 
position of determining which services are subject to peer review. I do not believe that it is the 
intent, nor should it be the objective, of the Peer Review Board to subordinate it’s judgement 
as to peer review matters to the Accounting and Review Services Committee in all future 
matters before the ARSC. I believe that the proposed language is an open invitation to the 
ARSC to write or re-write standards in the "negative" so as to exempt, theoretically/potentially, 
all review and compilation services from peer review.
Secondly, I do not believe that it is possible that a body, such as the Accounting and Review 
Services Committee, whose sole purpose is to promlugate standards and interpretations 
thereon, may issue any authoritative literature which is not a standard or an interpretation. 
Thus, irrespective of how that body may entitle any authoritative literature it may issue, as an 
"exception," conceptually, what they are issuing is a standard or interpretation, and should 
consequently be subject to peer review, notwithstanding a specific exception granted by the 
PRB, on a case by case basis. I do not believe that any body other than the PRB should be 
determinative as to what standard or standards should fall outside the scope of peer review.
3. Proposed paragraph number 5 currently reads,"... while firms that provide only compilation or 
review services have an off-site peer review ..." I believe that the words "compilation or review 
services" should be stricken out and replace with "engagements covered by Statements on 
Standards for Accounting and Review Services." I believe that such a change would make 
paragraph 5, 100% consistent with paragraph 4, which I support, notwithstanding my other 
comments to the contrary above.
4. Proposed paragraph number 8 would now state that, "The ownership of firms enrolled or 
seeking enrollment in the AICPA peer review program should comply with Council resolutions." 
I believe that this is already a requirement of membership in the AICPA, and as a result, does 
not need to be reiterated within this standard.
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Furthermore, I do not believe by virtue of paragraph 8, that CPAs who are not members of the 
AICPA should be precluded from availing themselves of competent peer review services. 
Secondly, I do not believe that qualified peer reviewers should be precluded from providing such 
services to non-member firms, nor should they be allowed to provide peer review services to 
non-members which do not comply with standards.
Consequently, I believe that paragraph 8 should be deleted in its entirety.
5. With respect to proposed paragraphs 11 and 12, I believe that peer reviewers should possess 
the characteristics of Independence, Integrity and Objectivity. I believe, however, that these 
concepts are already well defined and long embraced by the profession with the Code of
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Professional Conduct. I believe that substantially all of the discussion in paragraphs 11 and 12 
is interpretive, and should be stricken out in its entirety, or added as an appendage to the 
standard.
I believe that proposed paragraphs 11 and 12 should be replaced in their entirety with the 
following paragraph. "Reviewing firms and review team members shall possess the 
characteristics of Independence, Integrity and Objectivity, as defined in the Code of Professional 
Conduct."
6. Formerly, paragraph 13, indicated that [reviewers] "must" exercise due professional care. Now, 
in proposed paragraph 14, it is indicated that [reviewers] "should" exercise due professional 
care. I believe that such a change in language suggests that while the exercise of due 
professional care is desirable, it is no longer compulsory. I do not believe that this is the intent 
of the Peer Review Board.
The Webster’s New World Dictionary defines these terms as follows:
must
should
1 used to express compulsion, obligation, requirement, or necessity
2 used to express certainty or inevitability
1 used to express duty, propriety, or desirability
2 used to express expectation or probability
3 used to express a future condition
4 used in polite or tentative expression of opinion
I believe that use of the word "should," introduces a tentativeness in the intent of the PRB. I 
believe that it is the intent of the PRB to compel, oblige and require the exercise of due 
professional care, and that they MUST use language which is consistent with that intent. 
Consequently, I am strongly opposed to the change from the word "must" to the word "should" 
as it relates to the exercise of due professional care.
7 With respect to proposed paragraph 15, as articulated in point #1, above, I believe that 
supervision by a state CPA society authorized by the AICPA Peer Review Board to administer 
peer reviews, is unnecessary and places an unreasonable burden on participating firms. I would 
like to remind the PRB that these oversight entities are maintained at no small cost to the 
profession. Their value to the profession and the public is suspect, evidenced by the 
extraordinarily small number of peer reviews which are determined to be defective by such 
boards, and the extraordinarily small number of firms which require continuing oversight as a 
consequence of peer review.
I do not believe that it is the intent of the PRB, nor should it be within the province of the PRB 
to "socialize" the relatively individually significant costs of defective peer reviews or continuing 
oversight of an evidently very small minority of firms who do not conform to Peer Review or 
Quality Standards. I believe that such costs should be borne directly and in their entirety by 
non-compliant firms.
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When New England Quality Review, the administrative body which administers reviews in Rhode 
Island, New Hampshire, Vermont and Maine, has to incorporate a two page flow chart to explain 
the complexities of the administrative process for administering something as admittedly simple 
as a peer review, there is something wrong with the process! It is too complex and clearly too 
expensive.
I believe that subjecting peer review engagements themselves to peer review would provide 
sufficient satisfaction to the profession and to the public that peer reviews are conducted in 
accordance with appropriate standards. In a peer review, I believe that peer review
engagements should be reviewed on a sample basis as opposed to a 100% oversight review, 
as is the case with any other engagement performed by a CPA subject to peer review.
8. With respect to proposed paragraph 16, I believe that the "CART" program should be 
eliminated, even if local administration is maintained against my best advise. I believe that the 
maintenance of the CART program simply adds additional administrative burden to the 
administering bodies, and serves to increase administrative costs. In the time that peer review 
program has developed, countless numbers of CPAs and CPA firms have made themselves 
known to the profession as available for peer review engagements. There is no shortage of 
qualified reviewers. They are widely known, widely available, and competitively priced. The 
elimination of the CART program would place no hardship on peer reviewed firms or the public. 
While elimination of the CART program may be a hardship to reviewing firms which have not 
initiated a significant marketing effort, again, I do not believe that it is the purpose of the PRB 
to socialize the revenues derived from peer review engagements.
9. With respect to proposed paragraph 23b, I believe that the standard should call for the 
"satisfactory completion" of an appropriate training course. This would make paragraph 23b 
entirely consistent with the requirements of paragraph 86a. I do not believe that it is 
appropriate, nor do I believe that it is the intent of the PRB, to create a standard which would 
potentially let unqualified reviewers "loose on the profession" only to remedy the problem when 
it becomes known, under paragraph 86a. I believe reviewers must be individuals with 
demonstrated competence.
10. With respect to proposed paragraph 55, I believe, that for reasons already articulated, that 
oversight as provided under this paragraph by "individuals representatives of state CPA society 
administering entities, the AICPA Peer Review Board, or other authorized organizations with 
oversight responsibilities." is unnecessary.
11. With respect to proposed paragraph 65, I do not believe that peer review engagements are 
inherently any different than any other engagement with respect to the CPA vs. client 
relationship. The reviewing firm has been engaged strictly to issue a report based upon their 
findings, and provide a letter of comment as may be appropriate. The reviewed firm is strictly 
a client. In ordinary audit engagements, the client is not compelled to respond to the auditors 
report or their management letter. They may, at their option, allow the reports to "speak for 
themselves," but under no circumstances are they compelled to respond to the auditor, nor are 
they compelled to advise the auditor of any response they may be contemplating in advance. 
I do not believe that reviewed firm/clients should be held to any greater standards. Thus, I do 
not believe that reviewed firms should be compelled to respond to any findings or comments 
of a reviewer, nor should they be required to advise such reviewers in advance of their 
response.
12. With respect to proposed paragraph 77, again, I do not believe that any portion of this standard 
should require a response on the part of the reviewed firm, nor should the standard limit, in any 
fashion, the nature of such a response.
With respect to proposed paragraph 78, again, I believe that administrative oversight should be 
eliminated, and thus, there is no necessity for acceptance of reviews. However, should the PRB 
determine that they will retain administrative oversight, I believe that the delays typically found 
in the acceptance process are unnecessary and result in escalated cost borne by participating 
firms. I believe that the PRB should compel the administering entities to act upon acceptance 
within 30 days of receipt, in the interest of reducing costs.
If you have any questions, feel that any of my observations require further clarification, or require 
further discussion, please feel free to  contact me.
R. Bruce Brasell
September 12, 1996
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Very tru ly yours,
 Joseph F. O'Brien, President 
Certified Public Accountant
ST. JOHN 
MERSMANN & CO. 
P.C.
CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS
640 CEPI Drive, Suite A 
Chesterfield, MO 63005-1200 
Fax (314) 532-5275
Phone (314) 532-2350
Solving Problems / Creating Opportunities
RESPONSE
TO
EXPOSURE DRAFT
PROPOSED STANDARDS FOR PERFORMING AND REPORTING ON 
PEER REVIEWS
Issue 1 (Paragraph 19):
I concur with the removal of restriction on team captain service on 
successive reviews because:
• I do not believe it has been demonstrated to be necessary for effective 
reviews.
• Audit standards do not include a similar restriction on service as 
partner in charge of annual audit (I believe it is desirable to 
harmonize peer review standards with audit standards).
• The restriction is inequitable to firms with a limited number of team 
captains.
Issue 2 (Paragraph 57):
I believe the criteria for engagement selection for off-site and on-site 
reviews should be consistent. I prefer that the criteria be based on the 
date of issuance of the accountants report so that the stated period covered 
by the review includes the time period in which the engagements were actually 
performed.
Issue 3:
I believe that the existing standards should be retained. Agreed upon 
procedure engagements should be included in the scope of on-site reviews, but 
the existence of one or more agreed upon procedure engagements in the absence 
of audits of financial statements should not result in a mandatory on-site 
review.
Paragraph 5:
I believe Paragraph 5 should be revised to clarify whether an on-site review 
is required when attestation engagements related to financial information are 
performed by a firm that compiles or reviews historical financial statements.
Footnote 5 to Paragraph 18c:
I believe this footnote is unnecessary as Paragraph 19 adequately covers high 
risk and complex industries.
Footnote 5 seems to exceed the requirements of Paragraph 18b by requiring 
"experience" in a specific industry. If the requirement for experience in a 
specific industry is retained, I recommend that it be integrated into 
Paragraph 18b in addition to training courses.
Paragraph 23c and 24b:
The phrase " . . .  all of the firms . . . "  should be revised to ". . . each of
the firms . . . "  and the phrase "most recently completed" should be inserted 
between "its" and "peer review" in the final sentence.
Paragraph 57:
The revision to Paragraph 5 seems to have made it permissible to select only 
one full disclosure engagement, even if the firm performs more than one full 
disclosure engagement. If it is not the intent of the Board to depart from 
the requirement of Paragraph 50a of the existing standards, Paragraph 57 
needs additional revision.
Appendix J :
For consistency, I recommend that the final sentence of the off-site letter 
of comment should be incorporated into the third paragraph as was done in the 
on-site letter of comment.
Mark E. Mersmann, CPA
MEM/lb
PIERCY, BOWLER, 
TAYLOR & KERN
Certified Public Accountants & Business Advisors 
A Professional Corporation
______________________________________________ Telephone: (702) 384-1120
Fax: (702) 870-2474
Septem ber 13, 1996
M r. R. B ruce Brasell, Technical M anager
P eer R eview  Program , Practice M onitoring Division
Am erican Institu te o f  Certified Public A ccountants
H arborside Financial C enter
201 Plaza Three
Jersey City. N ew  Jersey 07311-3881
D ear M r. Brasell:
Fo llow ing  are our comments on the A ICPA  Peer Review Board’s exposure draft, Proposed AICPA  
Standards f o r  Perform ing a n d  Reporting on Peer Reviews.
SPECIFIC ISSUES FOR COMMENT
W e fully concur w ith the B oard’s conclusions on identified Issues 1 and 2.
O n Issue 1, w e believe that the form er requirem ent to  ro ta te  team  captains not only caused practical 
difficulties fo r small firms w ho have com e to  trust a  peer reviewer, but unjustifiably created a 
negative im pression o f  the  profession, its self-m onotoring program  and the  review ers w ho 
im plem ent it, by implying that there  is m ore than a rem ote probability that a  reviewer's 
independence and objectivity m ight be im paired by a continuing relationship. I f  such ro tation  is not 
required for independent auditors, w hy should it be necessary for peer reviewers?
O n issue 2, there  are practical difficulties associated w ith selecting any one o f  the three possible 
d a te s  (the  balance sheet date, the  report date o r the issue date) to  define the peer review  year. 
Conceptually, the issue date makes the m ost sense, but rarely is the  issue date recorded in a  w ay that 
w ou ld  readily enable determ ination o f  the population o f  engagem ents from  which to  select. 
N evertheless, w e believe it is sufficiently advantageous, fo r practical reasons, to  choose the same 
defining date for bo th  on-site and off-site peer reviews, and w e agree that the balance sheet date is 
the  m ost readily available on a consistent basis am ong enrolled firms.
A s regards Issue 3, since no assurance is issued in connection w ith agreed-upon procedures 
engagements, w e do not agree that the occurrence o f  such an engagem ent should result in a  need for 
an on-site review  that is not otherw ise required. Because this kind o f  engagem ent is relatively low  
risk and unusual, w e believe it is unlikely that formal quality control procedures specific to  this 
service will be encountered, thereby resulting in an inordinately large num ber o f  m odified reports. 
W e believe, how ever, that agreed-upon procedures engagem ents, w hether perform ed under 
S ta tem ents on  Auditing P rocedures (SA S) N o. 75 o r Statem ents on Standards fo r A ttestation
6100 Elton Avenue Suite 1000 Las Vegas, Nevada 89107
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Engagements (SSAE) No. 4 (see the following comm ents regarding paragraph 4), should require the 
perform ance o f  an off-site review.
OTHER COMMENTS
P a ra g ra p h  4 —  W e believe there  is no justification for excluding any SSA E engagem ents, o r any 
o ther a ttest services governed by o ther authoritative literature, from  the definition o f  "accounting 
and auditing practice", thus, excluding them  from  exposure to  peer review, w hether the subject 
m atter o f  the assertions attested to  is financial o r nonfinancial, prospective o r historical, o r  w hether 
o ther services are o r are not perform ed w ith regard to  the  client’s financial statem ents. Perhaps an 
exclusion  o f  SSA E services m ade sense w hen these standards w ere new  —  but now  they are ten  
years old. W e believe such an exclusion to  be contrary to  the objective o f  the  practice m onitoring 
program s and, therefore, the  public interest.
Accordingly, w e believe the reference to  SSAE should not be limited to  AT § 200, and the following 
additional limiting language should be  deleted:
"... attest services on financial inform ation w hen the  firm audits, review s o r compiles 
the  historical financial statem ents o f  the  c lie n t..."
In  addition, the use o f  the  term  "attest services" in the  quoted passage is quite am biguous and, 
therefo re , confusing and easily m isinterpreted. I f  this reference is intended to  m ean services that 
are governed by the attestation standards (SSA E), it is rather paradoxical because, except for the 
review  service w ith respect to  specified elements, accounts o r items o f  a  financial statem ent (A R  § 
9100.28), those standards govern services performed only w ith respect to  nonfinancia l information. 
A ttest services perform ed w ith regard  to  financial inform ation are governed by SAS and, fo r m ost 
reviews, S tatem ents on  Standards fo r A ccounting and Review  Services (SSA RS). Since SAS and 
SSARS are included in paragraph 4, w ithout qualification, this additional language is redundant and, 
there fo re , unnecessary (unless intended to  refer to  SSAE). O n the o ther hand, i f  certain SSAE 
services are to  be excluded, clearer language is needed.
P a r a g r a p h  18c —  W e believe that the industry reference in the definition o f  "recent" in footnote 5 
is inconsistent with paragraph 18c (which it purports to  interpret) and confusing, since paragraph 18c 
m akes no reference to  any industry. (Use o f  the words "that industry" in the footnote w ithout an 
an teceden t compells the reader to  think, "What industry?") Apparently, these words are intended to 
m ean th a t o f  the  client entity that w as selected for review. However, the requirement that a  reviewer 
have "recent" (as precisely defined) experience in the subject industry is inappropriately arbitrary and 
limiting.
F o r one thing, not all industries have complex or unique characteristics requiring specialized 
knowledge, and not all engagements selected for peer review have the same degree o f  risk or 
significance to  the practice or the peer review. For example, is the same level o f  experience required 
to  review a  compilation as for an audit —  or for an audit o f  a  troubled financial institution o r insurance 
carrier as for a  merchandise wholesaler, whether small or large?
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In addition, a  capable and responsible professional w ith sufficient experience (even if  m ore than five 
years old) in a specialized industry, o r know ledge thereo f otherw ise obtained, can, should and will 
take the trouble to  update  his o r her know ledge (which ordinarily will not take a great deal o f  tim e) 
as necessary to  be effective as a  reviewer. There is no reason to  believe that industry experience less 
than five years old will even reasonably assure a m ore effective review  than one perform ed by such 
an individual, who is commited to  the due care and com petency standards discussed in the  following 
paragraph . The result o f  such an arbitrary, limiting provision will be to  cause small peer reviews 
to  be overstaffed, inefficient and, therefore, unnecessarily expensive.
W e would prefer to  see the peer review standards speak m ore o f  the reviewer's responsibility to  have 
o r  obtain  the  necessary know ledge to  perform  the  review effectively, consistent w ith the  concepts 
contained in Article 5 and Rule 201 o f  the C ode o f  Professional C onduct (ET  §s 56.02-.03 and 
201 .01A). A n arbitrary requirem ent such as in footnote 5 is not a  satisfactory substitute for the 
individual's professional responsibility under Article 5 and Rule 201 to  assess one's ow n com petence 
and decline to  accept any assignm ent fo r which he or she is not qualified. (See also the  following 
com m ent regarding paragraph 21.)
P a r a g r a p h  21 —  W e believe paragraph 21 should be expanded to  suggest that a reviewer m ay 
likewise be assisted by an industry specialist w ho, in some other respect, may not be fully qualified 
to  perform  the  review.
P a r a g r a p h  23a  —  W e believe the B oard  should reconsider the present requirem ent that a  team  
captain be an owner o f  a  firm. W e believe there are quite a  large num ber o f  firms that employ highly 
experienced nonow ners, frequently called "principals", in practice roles equivalent to  those o f  its 
ow ners in duties and authority w ith regard to  professional m atters. Often, these are the m ost 
technically qualified people to  serve as team  captains and reviewers and are not firm ow ners merely 
because they do not bring in o r control a  sufficient amount o f  client business. These are econom ic 
considerations that influence the  ownership o f  practice units but should have nothing to  do with the 
practice monitoring programs. In  fact, the  requirem ent has no substance, since it is easily overcom e 
by allocating  only a  nominal ownership interest to  such an individual. It should be dropped and 
replaced w ith  a requirem ent fo r one to  function in an enrolled firm w ith  the authority o f  an ow ner 
w ith  respect to  professional m atters.
P a r a g r a p h  23c —  W e am aware o f  a  number o f  individuals who provide substantial technical 
consu lting  services to  a  variety o f  firms, but are not sufficiently involved in the practice to  be viewed 
as responsible or penalized, in any way, for peer review results. Very often, these services are 
contracted for as part o f  a  remedial program  after a  modified report has been rendered. Therefore, w e 
believe the term  "associated" should be defined as participating in the practice at a  "supervisory level", 
as th a t term  is used in paragraphs 18d and 92a, clearly excluding outside consultants from its scope.
P a ra g ra p h  33 —  W e believe many peer reviews are performed on a calendar year basis. Since most 
annual client financial statements are likewise prepared on a calendar year basis, this is a  "natural" fit. 
However, because o f  peak workloads at that time o f  year, reviewers and reviewees, alike, are too busy 
for peer reviews, and many calendar year financial statements that aren't issued until April, M ay or June, 
especially audited financial statements o f  closely held companies, would be unavailable to  be reviewed.
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F o r these reasons, it is inherently impractical to  expect a peer review to  be conducted w ithin three 
o r four m onths after D ecem ber 31, and administering entities w ould be besieged w ith  requests for 
exceptions. Further, each administering entity has already established a deadline for virtually every 
peer review. These deadlines are com m unicated to both  reviewee and review er and are ordinarily 
m ore generous than the  proposed standard. Besides, a  standard that is qualified by a w ord  such as 
" [o ]rdinarily" is n o t a  standard —  it is merely a guideline. The fact that, in this case, it can be 
expected to  be honored mainly in the breach, m akes it not a very useful guideline.
A ccord ingly , we believe that the timing o f  a review should be solely an administrative matter, that it 
need not be dealt w ith in the standard, and that, therefore, the second sentence in paragraph 33 should 
be deleted. Instead, the standard might say, "The review should be performed within a reasonable 
time, as determined by the administering entity, following the end o f  the peer review year.”
D irector o f  Quality C ontrol Services
Septem ber 13, 1996
R. B ruce Brasell, Technical M anager
P ee r R eview  P rogram
A IC PA
H arborside Financial C enter 
201 P laza T hree
Jersey City, N e w  Jersey 07311-3811
D ear M r. Brasell:
I have review ed the  exposure draft o f  P ro p o se d  A IC P A  S tandards f o r  P erfo rm in g  a n d  R ep o rtin g  
on  P eer  R eview s. A  sum m ary o f  my com m ents follows.
G e n e r a l C o m m e n ts
Overall, I  fully support the  concept o f  self regulation in the  form  o f  peer review. A ny 
strengthening o f  the  existing system  is a  positive step  in my opinion. H ow ever, I  am  confused by 
the  changing o f  the  w o rd  “m ust” to  “should” in every instance in the  exposure  draft. Is  “should” 
a k inder and gen tler w ay  o f  saying “m ust” ? Clarification should be m ade in the  final statem ent as 
to  w hether “ should” is to  be construed as perm issive o r m andatory.
I f  “ should” is in tended to  be used in a  perm issive context, I am  in strong  opposition  to  th e  
p roposed  standard. In  a tim e w hen o u r profession is under scrutiny from  the public and 
regulatory  agencies w e  should not be “relaxing” any o f  our professional standards related to  th e  
quality o f  o u r reports.
In  paragraph  18 (and o ther places th ro u g h o u t the  exposure draft) it indicates th a t a  person  serving 
as a  review er “ should” have experience/proficiency in the  accounting “or” auditing function. I t  
appears th a t under this section a person  w ith  little o r no auditing experience/know ledge could  
serve as a rev iew er o f  a  firm perform ing audit services. T o  properly  perfo rm  the  review , th e  
rev iew er “should” have experience in b o th  areas fo r an on-site review. I  feel it is inappropriate  to  
assum e  th a t only som eone w ith  auditing experience w ould  agree to  be  a rev iew er fo r a  firm  w ith  
audit engagem ents w ith in  the peer review  period.
A t som e po in t the  B oard  m ay w ant to  consider the  nom enclature used  to  identify o u r process to  
review  quality con tro l system s. U se o f  th e  term  “peer review ” could  b e  construed  as a  “good  o ld  
boy” type o f  process. Phrases such as “ Q uality R eview ” , “Quality C ontro l R eview ” , “ System  
Q uality R eview ” , etc. w ould  avoid this connotation .
Specific Issues Identified by the Board
I will specifically addressed  th e  issues outlined by the  B o ard  in the  E xposure  D raft. R esponses to  
these  specific issues follow .
Issue 1: Reviewer Service
I believe th a t lim its should be established on  the  num ber o f  successive review s a firm o r 
individual can perform . W ith  a  th ree  year rev iew  period, I believe ro ta tio n  o f  review ers 
should occur after no m ore than  five successive review s. I f  there  is no  m andatory  ro tation  
o f  review ers, I believe w e  ow e it to  the  public to  m andate a  change in team  captains no 
m ore than  every  th ree  successive reviews.
A s a “fresh look” occurs w ith  ro ta tion  o f  auditors, so w ould  it be  w ith  a  ro ta tion  o f  
review ers and /o r team  captains.
Issue 2: Year-end Selection on Off-site Reviews
T he population  criteria  fo r selection should be the  sam e fo r all types o f  p ee r reviews.
Issue 3: Agreed-upon Procedure Engagements
Firm s perform ing only agreed-upon  procedures should be subject to  an on-site  review  the 
sam e as those  firm s perform ing audit engagem ents. Additionally, because  o f  the  level o f  
reliance placed upon  review ed statem ents by financial statem ent readers, firms w ith  review  
engagem ents should be  subject to  an on-site  review . The artificial separation  o f  on-site 
and off-site review s by SAS and SA RS engagem ents is w ithou t m erit. T he level o f  
reliance by th e  public on  the  type  o f  rep o rt should be  the driving criteria.
I  appreciate  the  opportun ity  to  share m y view s and concerns relating to  th is exposure draft. 
Should  it be  necessary, I am  available to  discuss any questions you m ay have abou t m y response.
V ery  tru ly  yours,
L ynda M union  D ennis; C P A  
400  S outh  O range A venue 
F o u rth  F loo r 
O rlando, F lorida 32801 
(407) 246-2294
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D ear M r. Brasell:
The Pennsylvania Institu te o f  CPAs (“PIC PA ”) appreciates the opportunity  to  
com m ent on the E xposure  D raft (“ED ”) o f  P roposed A IC PA  Standards for 
Perform ing and R eporting  on Peer Reviews. W e understand that the  deadline for 
com m ent has passed, how ever w e also understand that the  Peer R eview  B oard  will 
m eet in soon to  consider these m atters, and w e ask that our com m ents be included. 
The Com m ittee, which is responsible for administering the  A IC PA ’s Peer R eview  
Program  in the states/territory  o f  Pennsylvania, Delaw are, and the U .S. Virgin 
Islands, is com posed o f  representatives from  all three state CPA  societies. This 
letter w as prepared by the  Com m ittee and represents, except w here indicated, the 
consensus o f  the  Com m ittee, which is not necessarily the  view  o f  any individual 
member. O ur specific view s on various issues are summ arized in the  following 
paragraphs.
Issue 1: Reviewer Service on Successive Reviews
O n the issue o f  review er restrictions for the num ber o f  successive reviews an 
individual o r firm can perform  on the same firm, the com m ittee w as split. A  straw  
vo te  w as taken, and the m ajority (11 members) o f  the Com m ittee endorsed the 
revised standards which w ould rem ove the restriction altogether. These 
Com m ittee m em bers believe since there generally are no limitations to  the  num ber 
o f  years an auditor m ay perform  audits o f  an entity, there should no t be restrictions 
on peer reviewers. They also believe that the real issue is the  adherence to  review  
standards (including the  independence standards) as well as the technical 
com petence o f  the  reviewer. These members also believe that m onitoring o f  
review er perform ance is m ore effective through the oversight process.
A  m inority o f  the  Com m ittee (3 members) believe that the  current restriction 
should remain unchanged. These members believe that reviewed firms benefit 
from  having the “fresh look” provided by review er rotation. The minority position 
also believes that since the review  process is subjective in nature, because review er
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judgm ent plays an im portant role, and because the “public interest” is best served w hen the 
process is totally above reproach, review ers should be ro tated  in order to  maintain the integrity o f  
the  peer review  process.
Issue 2: Year-End Selection on Off-Site Peer Reviews
The Com m ittee w as unanim ous in the  opinion that there should be only one m ethod for 
determ ining which engagem ents to  include in the population for the year under review. The 
Com m ittee believes that one m ethod will simplify the process and maintain consistency betw een 
reviews. H ow ever, there w as som e differing opinions on which m ethod w ould be preferable.
In a  straw  vote, nine m em bers thought tha t the “issue date” should prevail, four m em bers believe 
the client year-end date should be used and one m em ber abstained from  voting. Those voting for 
“issue date” believed that it w ould cause m ore recently w ork to  be reviewed and w ould eliminate 
the  need to  review  a “stale dated” engagem ent from  a prior review  year (such as w here firms do 
E R ISA  engagem ents which have not yet been issued in the current year). Those voting fo r the 
client year end date believe that w ith constantly changing professional standards, it is easier to  
determ ine which accounting and auditing pronouncem ents apply to  which engagem ents through 
the use o f  client’s year end and annually updated review checklists.
Issue 3: Agreed-Upon Procedure Engagements Necessitate On-Site Reviews
A  m ajority o f  the  com m ittee (11 m em bers) believe that even a single SAS No. 75 engagem ent 
should require that a  firm have an on-site peer review. These m em bers believe tha t such 
engagem ents require expertise beyond tha t required by SSARS, and therefore pose a greater risk 
to  review ed firms and to  the  profession’s reputation. Some members believe that a  w orking paper 
review  o f  these engagem ents is a  necessity to  ensure that a  firm is m eeting the requirem ents o f  
professional standards. A  suggestion w as m ade that perhaps an “on-site off-site” approach 
(which w ould require a w orking paper review  o f  these engagem ents but not o f  o ther non-audit 
engagem ents) could be taken for firms tha t only perform  a small num ber o f  such engagem ents 
which w ould lessen the expense o f  the  review  to  smaller firms.
A  m inority o f  the  com m ittee (2 m em bers) believe that such engagem ents should no t be subject to  
peer review  because they have not been reviewed in the past and do not com prise a  large area o f  
practice.
Approach to Reviews of Firms With Up To 10 Professionals
The com m ittee considered the changes to  standards affecting the approach to  peer reviews o f  
smaller CPA firms. The Committee noted that the ED has eliminated paragraph 26 and a portion 
o f  paragraph 36 from  the current standards which limit the extent o f  compliance testing for firms 
w ith up to  10 professionals. The com m ittee is concerned w ith the possibility o f  increased review 
costs and loss o f  review er efficiency under new  standards. In a  straw  vote, 10 m em bers expressed
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support fo r the  “risk based” approach o f  the  ED , how ever a  minority position o f  the  Com m ittee 
(3 m em bers) believes that the B oard will need to  carefully revise and “tw eak” review er 
com pliance program s to  allow review ers to  easily skip portions o f  the program  that clearly do not 
apply to  smaller firms. One m em ber did not vo te  on this issue.
Reviewer Qualifications and Evaluation of Reviewers
The com m ittee com m ends the B oard for including the new  section on review er evaluation and 
agrees that this m aterial is now  correctly included in standards rather than only in the  RAB 
H andbook. H ow ever, the Com m ittee believes that the B oard needs to  address issues o f  review er 
qualifications in a  m ore in-depth fashion. O ur Com m ittee’s experience has been that certain basic 
issues o f  review er qualifications continue to  be left open to  w ide interpretation. W e believe the 
B oard  needs to  address issues such as “professional peer reviewers”, w hether perform ing peer 
review s is a  “right” versus a  “privilege” , and clearly identifying situations w here reviewers are 
deem ed to  no t possess qualifications to  perform  certain reviews.
Other Matters
The following items and com m ents w ere submitted by individual Com m ittee members and/or staff 
and w ere not presented to  the  Com m ittee as a  whole. These m atters are subm itted for your 
inform ation and consideration w ithout endorsem ent, in w hole o r in part, by the P IC PA  Peer 
Review  Com m ittee.
•  Throughout the  ED  the B oard has changed the w ord “m ust” to  “should” which appears to  
soften the requirem ents o f  the  standards. Given the propensity for som e individuals to  
interpret standards in w ays that w ould benefit them selves at the expense o f  the  program , w e 
strongly suggest that the w ord “m ust” be retained. Although w e have heard the argum ents 
from  som e individuals concerning the equivalency o f  these term s w hen used in standards, 
W ebster’s dictionary clearly sets forth  definitions that are not equivalent and therefore the use 
o f  stronger language (i.e. the  w ord  “m ust”) is preferable when setting standards.
•  Paragraph 7 on page 10 refers to  “loss o f  membership in the AICPA and som e state CPA  
societies". I t  seem s to  be inappropriate to  “set standards” regarding state society membership 
in an A IC PA  docum ent.
•  Paragraph 13 seems to  conflict w ith paragraph 18 - b. in that the form er seems to  imply that 
individual review ers need “recent experience in the industries o f  the engagem ents that may be 
selected fo r review .” while the latter only requires “current know ledge o f  applicable 
professional standards...w hich m ay be obtained from  on-the-job training, training courses, or a 
com bination o f  both .” . I f  recent experience is the requirem ent, paragraph 18 - b should state 
this. I f  not, paragraph 13 may be too  narrow  as currently written.
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•  Paragraph 23 - c. on page 14 and paragraph 24 - b. on page 15 use the phrase “be associated 
w ith” which seem s to  be vague. Since this could be subject to  m isinterpretation, use o f  the  
w ords “be an ow ner o f ’, o r “be em ployed by” , o r similar phraseology w ould be clear and 
precise. As an alternative, a  definition o f  the phrase could be footnoted.
W e appreciate your consideration o f  our comments. W e are available to  discuss any o f  these 
com m ents w ith the B oard o r the  technical staff o f  the A ICPA  at your convenience.
V ery truly yours,
R ichard F. Beisheim, CPA, Chairman
P eer R eview  Com m ittee
Le MASTERS 
DANIELS pllc
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P eer Review  Program
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H arborside F inancial C enter
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Jersey C ity, N Y  07311-3881
Re: Exposure D raft -  P roposed  A IC PA  Standards fo r  Perform ing  and R eporting on 
P eer Review s
D ear Bruce:
I am  pleased to  prov ide my com m ents on  the Exposure D raft (ED) referred  to  above.
In  general, I found the  proposed  changes to be useful and appropriate  recognizing the 
m aturity  o f  the peer review  program  at th is date. I  w ill address the th ree specific issues 
identified  in  the  ED  first, then I  w ill cover o ther m atters I  observed in  review ing the 
ED .
Issue 1: Reviewer Service on Successive Reviews
From  m y perspective as a  review er, a  fo rm er SECPS p eer review  com m ittee m em ber, 
and quality contro l partner o f  a firm , I  have long opposed the proh ib ition  o f  a  team  
captain repeating m ore than tw o successive review s. The restriction  is com pletely 
a rb itrary—as evidenced by the SEC PS change to a three-review  ro tation  a few  years 
ago.
F urther, the suggested notion that a  team  captain som ehow loses h is/her objectivity  
after tw o review s is nonsense. I f  a  team  captain w ere to  lose h is/her objectivity , that 
w ill likely occur on the  first review . A  direct paralle l can also be m ade to  audit 
services — if  the  objectivity  issue w ere a problem , auditing standards w ould  m andate 
audit partner o r firm  ro tation  a fte r two years. The standards set forth  in  the  C ode o f 
Professional C onduct are  sufficient to address this issue. P roblem  review ers are 
already m onitored and dealt w ith by the P eer Review B oard o r state society com m it­
tees.
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
September 17, 1996
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More importantly, a team captain's experience with a reviewed firm can prove to be 
very valuable in providing more in-depth system understanding, resulting in a more 
thorough, constructive, and possibly more efficient peer review. The reviewed firm is 
in the best position to evaluate the value of continuing a relationship with a reviewer-  
just as audit clients are with their auditors.
Issue 2: Year-End Selection on Off-Site Reviews
I agree with the ED's proposal to use the same year end approach for both on-site and 
off-site reviews. This has always been confusing for both reviewers and reviewed 
firms. I can see no reason not to use a year end that includes engagements with year 
ends that coincide with that date.
Issue 3: Agreed-Upon Procedure Engagements Necessitate On-Site Reviews
I agree that firms that perform agreed-upon procedure engagements should be subject to 
on-site review. Even though SAS 75 now prohibits the expression of negative assur­
ances, the very inclusion of such engagements in the audit standards (as opposed to 
SSARS) has a special significance attached to it. In fact, SAS 75 requires that the 
general audit standards (training, proficiency, independence, and due care) and the first 
fieldwork audit standard (planning and supervision) all apply to such engagements.
Also, the interpretive guidance on the third fieldwork standard (evidential matter) must 
be followed. These engagements look a lot more like an audit than a compilation or 
review. The logical cut of audit v. SSARS engagements is workable and understand­
able in the context of professional standards.
The exemption of agreed-upon procedures engagements from on-site review could 
result in some significant risk-related engagements not being subject to working paper 
review. For example, SAS 75 includes two example reports in Appendix A—a report 
in connection with a proposed acquisition and a report in connection with claims of 
creditors. Both of these appear to be relatively high risk engagements in which the 
accountant would be held to a high level of performance by users. That would also be 
true of a bank directors' examination or credit union supervisory examination. These 
engagements should be subject to on-site peer review.
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
September 17, 1996
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Other Matters
1. The ED apparently only applies to the Peer Review Program and not to the SECPS 
program. I would greatly prefer that the standard apply to both programs, with 
SECPS differences noted, but I understand the difficulty in that approach. To 
attempt to avoid confusion in the new standard, I suggest that a section on applica­
bility be added in the early portion of the document to clarify that these standards 
do not apply to SECPS member firms. Perhaps this could be covered by a 
footnote.
2. Paragraph 4 — The description of an accounting and auditing practice differs in 
some respects to that set forth in Statement on Quality Control Standards No. 2. 
The differences may only be cosmetic but, at a minimum, the definition should be 
at least as comprehensive as that in SQCS No. 2.
3. Paragraph 18b — The reference to "current rules and regulations" should be 
revised to "current standards and regulations" to clarify the accountant's responsi­
bility in the context of professional standards. Also, the term "rules" is vague.
4. Paragraph 23c — This requires an unqualified peer review report on the reviewer 
firm's system of quality controls. Should this also address PCPS membership 
requirements? For example, if a PCPS member firm has a qualified report for 
failure to meet CPE requirements but no qualifications on its quality control 
system, it would be a qualified reviewer. Is that intended? Of course, this 
situation would likely only rarely occur.
5. Paragraph 34 -- The requirement to obtain prior approval of a firm to change its 
peer review year will prove burdensome to firms as well as state CPA societies. It 
is not uncommon that a firm, for legitimate reasons, will wish to change its peer 
review year end. In some cases, this relates to changes in the firm's practice 
cycle, peer review timing needs, work schedules of those involved in quality 
control functions, client engagement timing conflicts, reviewer convenience, or a 
variety of other reasons. Changes often only move the year end forward or back 
one to three months. In fact, these changes are sometimes made at the time of the 
peer review fieldwork. I have been advised that such small changes have not 
needed advance approval. I suggest that this policy be continued.
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
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6. Paragraph 40 -- Many firms, even small firms, have developed and use formal 
quality control documents. I suggest that this important source of information on 
the quality control system be included in the discussion here. If so, however, it 
should be noted that such documents are not a requirement of quality control or 
peer review standards. It may also be helpful to include a reference to the firm's 
size, structure, and nature of practice that influence the need to document the 
system, as discussed in SQCS No. 2.
7. Paragraphs 63-65 - - I understand that the AICPA has recently changed its policy 
on due dates of peer reviews to require submission of all documents by the review 
"due date." Previously, that date was the cut-off for performance of the review 
fieldwork. Moving up the due date of all documents has put many firms under 
undue pressure to reschedule their peer reviews to earlier dates (see comment 5 
above) or rush to obtain the report and letter of comments and complete their 
response letter all within a few weeks or days.
This has and will continue to put unnecessary pressure on both reviewers and 
reviewed firms to accelerate review completion time due to the elimination of the 
30-day windows. The alternative of moving up the timing of the review as much 
as two months (to allow for two 30-day periods) is not attractive to many firms, as 
they have set the peer review timing to fit the firm's practice cycle and other 
factors discussed in comment 5 above. I recommend that the policy of allowing 
two 30-day windows for submission of all documents be made available to all 
firms equally. This will be particularly important in the future, given the pro­
posed requirement that the reviewer now be provided a draft of the letter of 
response for review and approval. This only serves to exacerbate the timing 
problem.
8. Paragraphs 67 and 69 -- The existence of a letter of comments should be noted in a 
firm's peer review report, as it is in SECPS reviews. Given that there is no public 
file for non-PCPS firms, a firm could hide the fact that a letter of comments was 
issued. I see no reason for this difference between the two peer review programs 
to exist.
9. Appendix E (Illustration of Letter of Comments) — The inclusion of the bold type 
phrase at the end of the third paragraph saves including a sentence at the end of 
the letter, but it seems to be a bit long and awkward. I don't have a solution to 
this other than returning the sentence to the end of the letter.
In summary, I congratulate the Board and AICPA staff on a good piece of work. It is 
obvious that a lot of hard work and new thinking went into this document. I urge the 
Board to consider the above comments and move forward to adoption of a new peer 
review standard. Please contact me if you have any questions concerning my com­
ments.
Sincerely,
LeMASTER & DANIELS PLLC
R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
September 17, 1996
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Edwin G. Jolicoeur 
Chairman, Quality Control
EGJ.sms.brasell.ltr
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R. Bruce Brasell, Technical Manager
Peer Review Program
AICPA
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
RE: Comments Regarding Proposed AICPA Standards for 
Performing and Reporting on Peer Reviews (Exposure Draft dated 
June 2 6 , 1996)
Dear Mr. Brasell:
The purpose of this letter is to provide comments and suggestions with respect 
to the above captioned exposure draft
The Washington Society of CPAs (WSCPA) administers the AICPA Peer Review 
Program in the state of Washington. In addition to the WSCPA Program staff, 
there are a Peer Review Executive Committee (th e  Committee"), and two 
subcommittees that function as Report Acceptance Bodies (RABs), one for off- 
site review matters and the other for on-site. There are approximately thirty 
WSCPA members who serve on the committees. A senior technical consultant 
and two technical reviewers are also retained to assist the work of the 
committees and staff on an on-going basis. The comments and suggestions 
contained in this tetter represent their views, and in the instances where there 
are differing opinions or suggestions on a particular issue or matter, they are 
included as well.
1
Year End Selection On Off-Site Peer Reviews
The Committee believes there is no compelling reason to eliminate the different 
methods that currently exist between on-site and off-site peer reviews for 
determining which engagements to include in the population for the year under 
review. Because the peer review program has been in existence for over six 
years, firms are undergoing -  or have already had — their second triennial 
reviews. The reviewed firms, as well as the reviewers, are now familiar with the 
methods of engagement selection, and it appears to be working well.
The members of our off-site subcommittee believe that the current off-site 
method is logically and practically a superior method. Under the current off-site 
method it is the work performed in the year under review that is actually 
reviewed. Accordingly, once the peer review year end arrives, the reviewer may 
begin his/her work rather than having to wait three or four months for 
engagements to be completed. For example, in many cases when audits of non­
profit organizations and certain government engagements are performed, it may 
be several months after year end before the reports will be issued. If the peer 
review period covers work performed in the year under review, there is no 
question of which reports to review. The most recent work is always subject to 
review regardless of the client year end involved, and exceptions are kept to a 
minimum.
The current on-site report states that “we have reviewed the system. . .  in effect 
for the year ended . . This is not technically correct because the system has 
been reviewed for the time when the work was actually performed, which may be 
after the year end referred to In the report. The off-site year end method 
resolves this technical deficiency.
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Relatedly, many firms do not maintain their statistics by report issue date. Most 
firms, however, can more easily determine accounting and auditing hours in a 
given year.
Some have expressed a concern that use of report dates enables firms to 
manipulate which reports are included in the population. This is no different 
than a firm waiting until the peer review is completed before issuing a report 
under the current on-site procedures. If a firm wishes to manipulate, it will do so 
under any method. However, the reviewer can be given the judgment to select 
the previous year’s engagement If It is deemed to be an important engagement 
for review. This option exists under present standards.
Off-Site Engagement Selection
The new standard reduces the number of engagements selected for review in 
some cases. This is a desirable change for small firms, especially sole- 
proprietors, but for multiple partner firms the review of one full disclosure 
engagement for each partner should be the minimum. Thus, in a three partner 
firm, with each partner performing all levels of service, four engagements should 
be selected, one full-disclosure for each partner plus one non-disclosure 
compilation.
The change for a sole-proprietor doing full disclosure end non-disclosure 
compilations would be a reduction from present requirements to a review of just 
two engagements, one full-disclosure and one non-disclosure.  This appears to 
be a desirable adjustment of the present standard.
The outcome we suggest could be obtained by simply adding a sentence in the 
proposed standard that at least one full-disclosure engagement should be 
reviewed for each partner who performs full-disclosure reviews or compilations.
3
Agreed-Upon Procedure Engagements Re: On-Site Reviews
We do not believe that the performance of engagements to apply agreed-upon 
procedures in accordance with SAS No. 75 should mandate an on-site peer 
review in the absence of any other kind of engagements covered by the SASs. it 
does not seem reasonable that a firm’s performance of agreed-upon procedures 
for relatively uncomplicated matters such as a five year summary of cash 
receipts, or reviewing revenues as part of a real estate lease, should trigger an 
on-site review. If the agreed upon procedures engagement were subject to off- 
site review, the accountant's report end final product would be reviewed, which 
should provide reasonable assurance of compliance with professional 
standards.
Since there are no established requirements for documenting planning, or for 
workpaper content, in a SAS No. 75 engagement, subjecting the workpapers to 
on-site review serves little purpose. An off-site review checklist addressing the 
reporting requirements would provide adequate, defensible, guidance to assure 
compliance in reporting. This would be most similar to the review of a non­
disclosure compilation. Virtually all findings would relate to the report and, 
accordingly, there is no need for on-site review.
As stated in SAS No. 75 itself, “ In an engagement performed under this 
Statement, the accountant does not perform an audit and does not provide an 
opinion or negative assurance.. ” (emphasis added). Such engagements vary 
widely, but firms which do not otherwise perform audits are less likely to 
undertake especially complex SAS No. 75 engagements for the same reasons 
that they choose not to perform audits. Additionally, if the SAS No. 75 
engagement were subject to off-site review, instances of deficient performance 
would likely be identified by reviewing the work product, without the financial 
burden of an on-site review.
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There may be a firm which only performs agreed upon procedures
engagements, and some may think they are avoiding peer review and this 
should not be allowed. Certain types of engagements involving public 
companies, banks or governmental entities, perhaps should trigger an on-site 
peer review. However, the standard should not be written so broadly that many 
small firms which perform relatively noncomplex agreed-upon procedures 
engagements, as a cost effective way of satisfying a client’s information needs, 
would be burdened with the cost of an on-site review.
Reviewer Service On Successive Reviews
We do not believe a restriction should be placed on the number o f successive 
reviews an individual or firm can perform on the same firm. The responsibility for 
determining when, and if, it is appropriate to rotate reviewers should be left in 
the hands of the reviewed firms. This should be essentially a market driven 
decision, in the same manner that the clients of CPA firms engage and retain 
their independent accountants.
Thank you for the opportunity to comment on this important exposure d ra ft. We 
commend the Peer Review Board, as well as the AICPA staff, for their efforts in 
reevaluating the overall guidance provided in the Standards as the peer review 
program matures,
Sincerely,
Thomas S. Bourne, CPA, Chairman 
Peer Review Executive Committee
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James E. Coates, CPA
3608  132nd S treet SW 
Lynnwood, WA 98037-5106 
(206) 745-2911 Fax (206) 745-5614
September 26, 1996
AICPA
R. Bruce Brasell, Technical Manager
Peer Review Program
Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881
Dear Mr. Brasell:
Attached are comments prepared by the Off-Site Sub-Committee of the 
Washington Society of CPAs (WSCPA). These comments were written for 
inclusion in a package to be submitted together with comments from other 
committees and leaders of the WSCPA.
Today I was informed that the package was sent on September 11, 1996, but 
was never received by your office. Since a great deal of thought and effort went 
into the preparation of the following comments, I am sending them under 
separate cover to ensure that they are received and given appropriate 
consideration.
After conferring with Julie Phipps and Tracy White of the WSCPA, I understand 
that you are still compiling the comments received by the deadline of September 
13, 1996. They also indicated that you would still consider comments sent after 
the due date. In advance, I thank you considering these comments,
If you have questions, or I may be assistance, please feel free to write, fax or call 
me.
Sincerely,
James E. Coates
Chairman, WSCPA Off-Site Peer Review Sub-Committee
Member: American Institute of Certified Public Accountants 
Washington Society of Certified Public Accountants
Comments Regarding
Proposed Standards fo r Perform ing and Reporting on Peer Reviews
From the Off-Site Sub-committee of the Washington State Society of CPAs
Year end fo r  Peer Reviews
In an attempt to provide uniformity in the determination of the peer review year 
end, the committee has proposed that off-site reviews be based on the year end 
of the client engagements to be reviewed. We applaud the committee’s attempt 
to attain uniformity between the off-site and on-site programs, but feel that the 
current off-site method is logically and practically a superior method for both 
programs.
Under the current off-site method it is the work performed in the year under 
review that is actually reviewed. Accordingly, once the peer review year end 
arrives, the reviewer may begin his/her work rather than having to wait three or 
four months for engagements to be completed. In fact, oftentimes when audits 
of non-profit organizations and certain government engagements are performed, 
it may be several months after year end before the reports will be issued. If the 
peer review period for both on-site and off-site reviews were to cover work 
performed in the year under review, there would be no question of which reports 
to review. The most recent work would always be subject to review regardless of 
the client year end involved. This is different than the method previously utilized 
for on-site reviews, but it is actually simpler, and once reviewers use it, they will 
prefer it for the fact that exceptions are kept to a minimum.
The present dating states that “we have reviewed the system...in effect for the 
year ended....” This statement is not technically accurate, because the system 
has been reviewed for the time when the work was actually performed, which 
may be after the year end referred to in the report. The off-site year end method 
easily solves this technical deficiency in the wording of the report.
Some firms have complained that they do not keep their statistics by report issue 
date. We believe most firms can easily determine how many Accounting and 
Auditing hours were worked in a given year. However, it is much more difficult 
for a firm to accurately compute how many A&A hours were worked on 
engagements with client year ends in the year under review. Normally, each 
client engagement is performed once a year, so a profile prepared based on 
client year ends would probably vary little from one based on the financial 
statements issued in that year. If it is burdensome for the reviewed firm to 
complete its profile based on reports issued, an estimate based on client 
statement year ends could be substituted with very minor adjustments. As a 
practical matter, estimation is used in almost all cases.
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Some have alleged that use of report dates would enable firms to manipulate 
which reports are included in the population. This is no different than a firm 
waiting until the peer review is completed before issuing a report under the 
current on-site procedures. If a firm wishes to manipulate, it will do so under any 
method. However, the reviewer can be given the judgment to select the previous 
year’s engagement if it is deemed to be an important engagement for review. 
This option exists under present standards.
Off-Site Engagement Selection
The new standard reduces the number of engagements selected for review in 
some cases. This is a desirable change for small firms, especially sole- 
proprietors, but for multiple partner firms the review of one full disclosure 
engagement for each partner should be the minimum. Thus, in a three partner 
firm, with each partner performing all levels of service, four engagements should 
be selected, one full-disclosure for each partner plus one non-disclosure 
compilation.
The change for a sole-proprietor doing full disclosure and non-disclosure 
compilations would be a reduction from present requirements to a review of just 
two engagements, one full-disclosure and one non-disclosure. This appears to 
be a desirable adjustment of the present standard.
The outcome we suggest could be obtained by simply adding a sentence in the 
proposed standard that at least one full-disclosure engagement should be 
reviewed for each partner who performs full-disclosure reviews or compilations.
Treatm ent o f SAS-75 Engagements
Currently, agreed upon procedures engagements do not affect the type of review 
required. Clearly, such engagements involve issuance of an accountant’s report 
and should be subject to review if performed during the review year. If a 
practitioner performs no audits, it does not seem reasonable that a five year 
summary of cash receipts, or agreed upon procedures to examine sales for 
understatement, should trigger an on-site review. If the agreed upon procedures 
engagement were subject to off-site review, the accountant’s report and final 
product would be reviewed, which should provide reasonable assurance of 
compliance with professional standards.
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Since there are no established requirements for documenting planning, or for 
workpaper content, in a SAS-75 engagement, subjecting the workpapers to on­
site review serves little purpose. An off-site review checklist addressing the 
reporting requirements would provide adequate, defensible, guidance to assure 
compliance in reporting. This would be most similar to the review of a non­
disclosure compilation. Virtually all findings would relate to the report, and 
accordingly, there is no need for on-site review.
As stated in SAS-75 itself, “ In an engagement performed under this Statement, 
the accountant does not perform an audit and does not provide an opinion or 
negative assurance....” (emphasis added). Such engagements vary widely, but 
firms which do not otherwise perform audits, are not likely to undertake 
especially complex SAS-75 engagements, for the same reasons that they 
choose not to perform audits. Additionally, if the SAS-75 engagement were 
subject to off-site review, instances of deficient performance would likely be 
identified by reviewing the work product, without the financial burden of an on- 
site review.
There may be a firm which only performs agreed upon procedures
engagements, and some may think they are avoiding peer review and this 
should not be allowed. Certain types of engagements involving public 
companies, banks or governmental entities, perhaps should trigger an on-site 
peer review. However, the standard should not be written so broadly that many 
small firms which perform relatively simple agreed upon procedures, as a cost 
effective way of satisfying a client’s information needs, would be burdened with 
the cost of an on-site review.
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Septem ber 30, 1996
R. Bruce Brasell, Technical M anager
Peer R eview  Program
A m erican Institute o f  CPA s
H arborside F inancial C enter
201 P laza Three
Jersey City, N J 07311-3881
Re: Exposure Draft on Proposed AICPA Standards For Performing and Reporting on Peer 
Reviews
D ear M r. Brasell:
O ne o f  the  objectives tha t C ouncil o f  the A m erican Institute o f  CPAs established for the Private Com panies 
Practice Executive Com m ittee is to  act as an advocate for all local and regional firm s and represent those firm s’ 
interests on professional issues, prim arily through the Technical Issues Com m ittee (TIC). This com m unication 
is in  accordance w ith  tha t objective.
TIC has review ed the proposed guidance contained in  the above referenced exposure draft (ED) and is pleased 
to  provide the fo llow ing com m ents.
Specific Issues For Comment
TIC  discussed Issues 1, 2 and 3 and supports the  conclusions incorporated into the ED. In discussing Issue 1, 
R eview er Service on Successive Review s, m ost TIC  m em bers believed that the  public w ould see a review er’s 
ability to perform  an unlim ited num ber o f  successive review s on the same firm  no differently than  an auditor’s 
ability to do an unlim ited num ber o f  successive audits on the sam e client. A dditionally, TIC m em bers saw  the 
current restriction on the num ber o f  successive review s team  captains can do as giving large firm s an advantage 
over small firm s in their ability to retain  firms as peer review  “clients” . The proposal “levels the playing field” 
by rem oving the lim it on  the num ber o f  repeat review s an individual m ay perform .
Qualifications for Service as a Reviewer — General
W e believe that sub-item  c. under paragraph 18 should m ake clear that the standard institutes a  tw o-tier 
experience requirem ent. The first tier, described in 18. c., requires five years’ general experience in the practice 
area o f  accounting and auditing. The second tier, described in Footnote 5 to 18. c., requires industry experience 
and, w hile it sets no am ount, specifies that it be obtained som e tim e during the last five years. In  certain 
circum stances, the footnote requires the  industry experience to be obtained during the m ost recent year.
American Institute of Certified Public Accountants
HarborSide Financial Center, 201 Plaza Three, Jersey City, NJ 07311-3881 (201) 938-3005 • (212) 318-0500 • fax (201) 938-3404
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2W e suggest that the industry experience requirem ents in Footnote 5 be incorporated into the tex t o f  18. c. and 
identified as experience in the industry for w hich engagem ents are reviewed; sim ilar to the way in w hich industry 
know ledge is presented in 18. b.
Performing Off-Site Peer Reviews — Basic Requirements
Paragraph 57. c. states “Ordinarily, a t least tw o engagem ents should be selected for review .” W hile th is im plies 
that selecting only one engagem ent m ay satisfy th is requirem ent, it could easily be interpreted as m eaning  that 
m ore than one is preferable. This m ay result in  unnecessary reviews o f  second engagem ents for sole ow ners o f  
CPA  firm s w ith a lim ited com pilation practice. W e suggest adding a b rief example o f  an  off-site review  in w hich 
only one engagem ent needs to be selected.
* * *
W e appreciate the opportunity to present these com m ents on behalf o f  the Private C om panies Practice Section. 
W e w ould  be p leased to discuss our com m ents w ith  you at your convenience.
Sincerely,
R obert O. Dale, C hair
PC PS Technical Issues C om m ittee
RO D /geh
cc: PCP Executive and PCPS Technical Issues Com m ittees
